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ideas, serving the community, distribut- 
ing the nation’s goods, and unifying the 
thought of a great nation. 


TABLES comparing the net return from 
tax exempt and taxable securities not 
only on securities subject to both Fed- 
eral normal and surtax, but on securities 
on which 2 per cent. of the normal tax 
has been paid, and exempt securities, are 
contained in “Tax Exempt and Taxable 
Securities,” a booklet recently issued by 
the Bankers Trust Company, New York. 


THE Association of Bank Women has 
published a booklet, giving the history of 
the association, its purposes, the present 
officers, the qualifications for merbership, 
and a complete list of the present 
members. 


AnaLysis of checking accounts has been 
advocated for some time by thoughtful 
bankers. It is necessary to eliminate 
unprofitable accounts. Handbooks telling 
how to go about this analysis are all too 
few. Hence the “Manual on Analysis of 
Checking Accounts,” recently published 
by the Illinois Bankers Association and 
distributed to its members marks another 
step forward in this movement. It will 
be a great help. 


IN commemoration of its seventy-fifth 
anniversary, the Williamsburgh Savings 
Bank, Brooklyn, N. Y., has issued a lim- 
ited number of very handsome books on 
“Historic Williamsburgh,” giving the 
history of that region from the earliest 
times to the present. The book was 
written and is autographed by John V. 
Jewell, president of the bank, and is il- 
lustrated with numerous line drawings, 
engravings, photographs, and curious 
old maps. 


THe Committee on Public Relations of 
the eastern railroads has found a new 
way of showing how the revenues of the 
railroads are distributed. On an ordinary 
calendar, days on which the revenue re- 
ceived went to the different expenditures 


—wages, fuel, materials and supplies, 
operating expenses, taxes, interest and 
rent, and dividends—are shown in dis- 
tinctive colors. All the revenues up to 
June go to wages. The poster will be 
displayed in railroad stations this sum- 
mer. 


PUBLICATIONS OF INTEREST TO 
BANKERS 


ADVERTISING Copy: PRINCIPLES AND 
PRACTICE. By Lloyd D. Herrold. Chi- 
cago: A. W. Shaw Company. $6. 

THE SECRET OF HiGH WacEs. By Bert- 
ram Austin and L. W. Francis. N. Y.: 
Dodd, Mead. $1.25. 

MIDAS, OR, THE UNITED STATES AND 
THE Future. C. H. Bretherton. N. 
Y.: Dutton. $1. 

AMERICAN OPINION OF GERMAN UNIFI- 
CATION 1848-1871. By John G. 
Gazley. N. Y.: Longmans, Green. 
$4.50. 

Rapip Business ARITHMETIC. By R. 
W. M. Gibbs, N. Y.: Oxford Univer- 
sity Press. 70 cents. 

LAKE’s MONTHLY INSTALMENT AND 
INTEREST TABLES. Oakland, Calif.: A. 
V. Lake & Co. $3.50. 

AUTOBIOGRAPHY OF JOHN STUART MILL. 
By J. S. Mill. N. Y.: Columbia Uni- 
versity Press. $1.50. 

MobERN BUSINESS ARITHMETIC. By 
George H. Van Tuyl. N. Y.: Ameri- 
can Book Co. $2.60. 

GERMANY’S INDUSTRIAL REVIVAL. By 
Philip Dawson. N. Y.: Macmillan. 
$3.50. 

MONEY AND THE Money IN INDIA. By 
P. A. Wadia and G.N. Joshi. N. Y.: 
Macmillan. $8.40. 

MopERN BUSINESS — THE BUSINESS 
Man In Society. By L. C. Marshall 
and Mildred J. Wiese. N. Y.: Mac- 
millan. $1.60. 

THE STORY OF THE WESTERN RalIL- 
ROADS. By Robert E. Riegel. N. Y.: 
Macmillan. $2.50. 

SociAL CONTROL OF BusINEss. By J. M. 
Clark. Chicago: University of Chicago 
Press. $4. 
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PEGASUS, OR PROBLEMS OF TRANSPORTA- 
TION. By J. F. C. Fuller. N. Y.: Dut- 
ton. $1. 

DEPENDENT AMERICA. By William ©. 
Redfield, Boston: Houghton, Mi:din 
Co., $2.50. 

Reapincs IN Money, Creiir AND 
BANKING. By Ivan Wright. N. Y.: 
Harper & Bros. 

THE FuGGER NEWS-LETTERS: SECOND 
Series. Edited by Victor von Klarwill. 
N. Y.: Putnam. $6. 

Prorits, DiviDENDS AND THE LAw. By 
Prosper Reiter, Jr., N. Y.: Ronald 
Press. $4.50. 

PuUTNAM’S ECONOMIC ATLAS; a system- 
atic survey of the world’s trade, eco- 
nomic resources, and communications. 
By George Philip and T. S. Sheldrake. 
N. Y.: Putnam. $19.75. 

FORECASTING, PLANNING, AND BUDGET- 
ING IN BUSINESS MANAGEMENT. By 
Percival White. N. Y.: McGraw-Hill. 
$2.50. 

AN INVESTMENT TRUST FUND. By 
Edgar Lawrence Smith. N. Y.: In- 
vestment Managers Company. 

THe INTEREST STANDARD OF CUR- 
RENCY. By Ernst Dick. Boston: 
Houghton Mifflin. $5. 

AN EcoNnoMIC PRIMER. By Joseph W. 
Hannan. Boston: Christopher Pub. 
House. $1.50. 

THE Eruics oF Business; A STUDY OF 
CuRRENT STANDARDS. By Fdgar L. 
Heermance. N. Y.: Harper. $2. 

SCIENTIFIC FOUNDATIONS OF BUSINESS 
ADMINISTRATION. By H. A. Overstreet 
and others. Baltimore: Williams & 
Wilkins. $5. 

THE HUMAN FAcToR IN BusINEss. By 
Benjamin Rowntree. N. Y.: Long- 
mans, Green. $1.50. 

THE Economic ILLusion. By Bertram 
Arthur. N. Y.: Thomas Seltzer. $2.50. 

RULES OF ORDER FOR BusINESS MEN. 
By E. S. King. Lansing, Mich.: Michi- 
gan Education Co. $1.50. 


THE War PERIOD OF AMERICAN FL 
NANCE. By Alexander Dana Noyes. 
N. Y.: Putnam. $2.50. 

BANKING AND BusINEss (Revised edi- 
tion). By H. Parker Willis and George 
W. Edwards. N. Y.: Harper & Bros. 
$3.50. 

THE SCIENCE OF PUBLIC FINANCE. By 
Z. Findlay Shirras. N. Y.: Macmillan. 
$7. 

RELIGION AND THE RISE OF CAPITALISM. 
By Richard H. Tawney. N. Y.: Har- 


court, Brace. $3.50. 


BOOKS RECEIVED 


THE FEDERAL INTERMEDIATE CREDIT 
SysTEM. By Claude L. Benner. N. Y:: 
Macmillan. $2.50. 

GETTING AHEAD IN THE BANK. By 
Herbert Dee Ivey. Indianapolis: 
Bobbs-Merrill. $1.50. 

I'Lt NEVER Move Acain. By Fitzhugh 
Green. N. Y.: Dutton. $2. 

THE BUREAU OF THE MINT; Its His- 
TORY, ACTIVITIES AND ORGANIZATION. 
By Jesse P. Watson. Baltimore; 
Johns Hopkins Press. $1. 

THE OFFICE OF THE COMPTROLLER OF 
THE CuRRENCY; Its History, ACTIV 
ITIES AND ORGANIZATION. By John 
G. Heinberg. Baltimore: Johns Hop- 
kins Press. $1. 

TWENTIETH CENTURY ADVERTISING. By 
George French. New York: D. Van 
Nostrand Co. $6. 

INVESTING IN ForREIGN SECURITIES. By 
George W. Edwards. N. Y.: Ronald 
Press. $95. 

New York Laws AFFECTING BUSINESS 
CorPoraTIONS. Edited by J. B. R. 
Smith. N. Y.: United States Corpora’ 
tion Company. $2. 

FOREIGN EXCHANGE ACCOUNTING. By 
Christian Djorup: N. Y.: Prentice: 
Hall. $10. 

INTRODUCTORY ACCOUNTING. By J. A. 
Powelson. N. Y.: Prentice-Hall. $7. 
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Editorial Comment 


McFADDEN BILL SLEEPS 


ing branch banking prevented 

the enactment of the McFadden 
Bill at the session of Congress which 
closed last month. The defeat of this 
measure is a cause for rejoicing rather 
than regret. There was a good deal of 
dishonesty and underhandedness in the 
measure, and on this ground alone the 
bill should have been rejected. While 
the bill contained a number of provisions 
amendatory of the National Banking 
Act and the Federal Reserve Act, the 
provisions that attracted most attention 
were those permitting branch banking to 
national banks under certain restrictions. 
Strangely enough, the claim was made 
by friends of the measure that it was a 
bill to prohibit the extension of branch 
banking. As a matter of fact it had 
exactly the opposite aim—to legalize 
branch banking by the national banks. 
In practice it may be doubted whether 
such legalization is now necessary. By 
one means or another the national banks 
in the large cities are already doing about 
everything they could have done had 
the McFadden Bill become law. They 
are buying up state banks and converting 
them into branches, and opening as many 
additional “offices” as circumstances re- 
quire. These methods are of doubtful 
legality, and there is danger that at some 
time their employment may be success- 
fully challenged. But should this de- 
velopment continue, in time we shall 
have branch banking in the cities, 
whether authorized by act of Congress 
or not. And this was about all the 


[ine branch of opinion regard- 


extension of branch banking contem- 
plated by the McFadden Bill True 
enough, it did aim to put some re- 
strictions on the extension of branches 


of state banks. But, in practice, not 
much can be done in this direction. Con- 
gress can neither authorize nor prohibit 
branches of state banks. All it can do is 
to keep banks with branches out of the 
Federal Reserve System, providing these 
branches are set up in a way not sanc- 
tioned by Congress. Asa practical ques- 
tion, it would come to this with the 
state banks: whether they valued most 
their privilege of establishing branches, 
as freely as authorized by state law, more 
highly than membership in the Federal 
Reserve System. 

The division of opinion among bankers 
and in Congress over this question shows 
quite clearly that neither the bankers nor 
the people have reached any definite con- 
clusions regarding branch banking. If 
the problem could be put in a definite 
form, as to whether we want branch 
banking or not, a decision would be 
easier. But it is now impossible to 
formulate a clear-cut issue like this. We 
have branch banking already authorized 
by law in twenty states at least, with 
many branches of state banks in opera- 
tion, while in several of the larger cities 
the national banks have branches orig- 
inally acquired by purchase of state 
banks, and “offices” established by per- 
mission of the Comptroller of the Cur- 
rency. About all Congress can do is to 
limit by legislation the further exten- 
sion of state branch banking within the 
Federal Reserve System, and to prescribe 
also the restrictions upon branch banks 
within the National Banking System. 
Any legislation may be made effectual in 
extending branches of national banks, 
but it is extremely doubtful that it will 
be a hindrance to the state banks in ex- 
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tending their branch operations to any 
desired extent. 

The merits of branch banking and of 
independent banking may well be further 
considered before legislation is under- 
taken. Should it be found desirable to 
adopt the former, we might as well have 
it without restrictions that would hamper 
its complete efficacy. On the other hand, 
if we do not want branch banking, a 
campaign of education should be 
launched against it that might in time 
lead the states to prohibit it altogether. 
It must be recognized that as branch 
banking develops, and proves its useful- 
ness, it will become increasingly difficult 
to dislodge it from the public favor. 

There was another provision in the 
McFadden Bill which ought to have in- 
sured its defeat, and that was the amend- 
ment for an indefinite renewal of the 
charters of the Federal Reserve Banks. 
This was put on as a “rider” after the 
bill had twice passed the House. As no 
emergency exists for the immediate re- 
newal of these charters, the attempt to 
legislate on so important a subject in an 
underhand way is wholly reprehensible. 
At the proper time a separate bill should 
be prepared for the rechartering of these 
banks, free from extraneous matters, so 
that public opinion may be concentrated 
on the Federal Reserve System itself and 
such improvements made in it as further 
experience may suggest. 

Unfortunately, banking opinion in this 
country is none too clear at the present 
time. We are in need of more education 
of bankers and the people both in re- 
spect to banking and currency, since 
neither our practice nor legislation has 
reached a sound basis. The Pittman Act 
showed that the country is still tainted 
with the silver heresy. The Federal Re- 
serve Act showed that we still believe 
in the Government fiat attached to 
money. Annual failures of several hun- 
dred banks prove that we need better 
banking. Bills of the type of that which 
recently failed in Congress will not pro- 
vide the needed remedy. 


FAILURE OF FARM LEGISLATION 


ONGRESS at its recent session 
failed to agree on any comprehen- 
sive plan for aid to agriculture. 

Probably this was less due to the indis- 
position of Senators and Representatives 
to help the farmer than to their inability 
to see just how they were able to help 
him by legislation. Vagaries of the 
weather, which are a potent source of 
agricultural distress, are incapable of 
correction by act of Congress. Neither 
can law make a good business man out 
of a poor one nor insure that farming or 
any other business shall uniformly yield 
a satisfactory profit. But all of us have 
developed such profound faith in the 
power of legislation to remedy individual 
ills that we need not blame the farmer 
for seeking the same remedy which 
others have invoked. 

Could a protective duty on farm 
products supply the desired alleviation, 
this remedy would be comparatively easy 
of applicaton. But where a country 
does not largely import agricultural 
products, the case is different. Many 
think that the farmer would be greatly 
benefited by a reduction of the tariff on 
commodities that the farmer must buy, 
thus causing a reduction 1n the price of 
these commodities. But that is a view 
that does not appeal ro the party now 
in power. 

The plan most favored at the recent 
session of Congress was for the Govern- 
ment to appropriate a large sum of 
money to be used for buying up, and 
gradually selling abroad, the surplus of 
any one farm production each year. 
Losses sustained in this operation were 
to be recouped by a tax on other farm 
crops. This would be merely robbing 
Peter to pay Paul. 

While the proposed legislation was 
pending at Washington Secretary Mellon 
wrote a letter on the subject to certain 
members of the House, in which he said: 

“It seems to me that we can advance 
further in aid to the farmer if we try 
to work with and not against the teach- 
ings of experience. 
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“A way out of the difficulties lies in 
the elimination of waste between the pro- 
ducer and consumer, so that the farmer 
may receive a higher net price and yet 
the ultimate consumer not have to pay 
more.” 

These common-sense observations of a 
very keen and practical business man 
contain the leading principles that should 
guide those who expect to be of real 
helpfulness to the farmer, whether by 
legislation or otherwise. 


ENSLAVING EUROPE 


make a strong appeal in these 

days. It is so much easier for all 
of us to be beguiled by an alluring phrase 
than to study any given problem and 
think it out for ourselves. Perhaps in 
no country in the world do slogans and 
catch-words have so wide a vogue as 
here in the United States. These and 


(Cake «sone of various kinds 


pictures constitute our chief relief from 
indulging in the laborious processes of 


study and thought. They seem not to be 
strangers to the telling nature of a catch- 
phrase on the other side of the water, 
where just now an outcry is being raised 
over the danger that the United States 
means to “enslave Europe.” 

This is an alliterative and pretty 
phrase, though without meaning. 

In the first place, whatever may be 
the shortcomings of Americans, they 
have a fair amount of business sense. 
Our people want to trade with Europe: 
but we long ago escaped from the idea 
that much profit was to be had in trading 
with slaves. 

That we have any desire of enslaving 
Europe financially or otherwise, or that 
the insistence on the payment of debts 
owing us in that quarter of the world 
is an evidence of such purpose, no dis- 
passionate observer can believe. — 

Lately there have been expressions of 
opinion on this subject, on both sides of 
the water, calculated to remove this debt 
question from the realm of severely prac- 
tical things where it essentially belongs 
to that of pure idealism and emotion. 


One American thinks our country will 
be dishonored by insisting that these 
debts be paid. Youths in another land 
see their country enslaved if it shall be 
required to meet its obligations. 

It apparently does not occur to the 

American that dishonor attaches rather 
to the repudiation of an obligation than 
to the demand for its fulfillment. Nor 
do the youths who talk about their coun- 
try being enslaved seem to remember 
that nations that do not meet their obli- 
gations are precisely the ones most in 
danger of becoming enslaved. 
Talk of the kind referred to is wholly 
idle. So also is the new hymn of hate 
against the United States, whose chorus, 
we are told, is being sung in all lands. 
You do not discharge a debt by hating 
your creditor. Tears and curses are alike 
unavailing as payment.. 

The more this debt question is sought 
to be transferred from the realm of com- 
mon sense to that of fancy, the greater 
will be the difficulty of clearing up what 
is a very difficult problem. When all 
countries have shown a disposition to 
meet their obligations to the extent of 
their ability, then it will be the part of 
the United States to make a fresh exam- 
ination of the whole question and to de- 
termine what best be done under the 
circumstances. 

While the people of the United States 
may smile at the attempts being made 
to stir up hatred against them, they 
would be less than human if they did 
not permit such attempts to stiffen their 
attitude on this debt question rather than 
to ameliorate it. 

Justly may it be said that if sums ad- 
vanced by the United States to other 
countries on account of the war were 
gifts, and understood to be such at the 
time they were made, then discussion of 
the return of these sums to this country 
is unseemly. If, on the other hand, these 
advances were in the nature of obliga- 
tions, to be repaid in accordance with 
contracts entered into at the time, any 
question as to the duty of fulfilling these 
contracts is fruitless and worse. It is 
right that the creditor should give due 
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consideration to the general effects, 
political and economic, which their strict 
fulfillment would entail. This has been 
done by this country already, and it can 
not be doubted that as time goes on the 
whole matter will be re-examined in the 
light of later experience. Meanwhile 
let it clearly be understood that if Eu- 
rope is enslaved she herself will forge 
the chains. 


A GENEROUS ACT 


ly, George F. Baker, chairman of 

the board of the First National 
Bank of New York, gave to each of the 
junior officers and clerks of that institu- 
tion a check for a year’s salary. This 
gift was not a bonus from the bank, but 
a personal one to signify the donor's ap- 
preciation of the services which the re- 
cipients had rendered. A note accom- 
panying each gift was signed “Affection- 
ately, George F. Baker.” 

It is gratifying to record an event of 
this kind as further illustration of the 
fact that the banker in his human rela- 
tions is little different from other men. 
He may be, and should be, exceedingly 
close in handling the funds of the bank, 
and perhaps more especially so in man- 
aging the funds of depositors. But with 
his own earnings he may exercise his own 
discretion, giving or withholding as he 
sees fit. That Mr. Baker has been most 
generous in giving his large contributions 
to educational and charitable institutions 
amply attest. It is estimated that per- 
haps no man has given so largely while 
still active in business. 

But there is another phase of this 
latest benefaction which is no less grat- 
ifying. Reference is made to the reward 
it brings to the junior officers and clerks 
of the bank that the value of their serv- 
ices is recognized in a personal way by 
the institution's head as well as by the 
bank as an organization. 

Speaking some years ago of pensions 
and profit-sharing schemes, the head of 
one of the New York banks said: “The 


B EFORE leaving for Europe recent- 


boys in this bank know that if they do 
the right thing by us we will do the right 
thing by them.” It is believed that banks 
generally are more alive than they form- 
erly were to the desirability of paying 
their employes as liberally as circum- 
stances will permit. Sound business con- 
siderations as well as humane motives 
dictate such a policy. We have reached 
the point in this country where in indus- 
try “cheap” labor is regarded as inef- 
ficient and expensive, and no sound rea- 
son exists why this should not apply to 
banking as well as to the mechanical in- 
dustries. There are, in fact, few places 
where inefficient work will cause such 
havoc as in a bank, where care, accuracy 
and fidelity are indispensable. 


AN UNSELFISH SERVICE 


UCH criticism has been aimed at 
M the various services which 

America has extended to Eu- 
rope in recent years, and this criticsm 
has nearly always assumed that what- 
ever our people did was prompted by 
purely selfish motives. Quite properly 
this criticism has provoked but little ir- 
ritation on this side of the water. It has 
been recognized that, in the main, it was 
prompted by disappointment in Europe 
because we had not rendered help in the 
way expected, but in our own way. Then 
it was understood that the peoples of the 
war-torn countries across the sea were 
in such a physical and mental state as to 
render them inpatient of what they con- 
sidered the delay or unconcern in ex- 
tending the kind of looked-for help. We 
were regarded as a great and powerful 
nation, extremely rich, substantially 
exempt from the great personal losses 
which many of the countries of Europe 
had sustained, and it was not easy for 
these war-racked peoples to understand 
our comparative unconcern for their 
troubles. 

Not only have we been censured for 
our failure to take an active share in 
European political affairs, but our course 
in demanding payment of the debts Eu- 
rope owes us has been characterized as 
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harsh, and we have been held up to the 
world as “Shylocks.” 

Admitting that some of the criticism 
levelled at us may have had a founda- 
tion in truth, much may be said, in the 
nature of an offset. We have poured 
a lot of money into Europe without any 
other thought or purpose than to help 
those who were in urgent need, and who 
could be assisted from no other quarter. 
Many Americans have given their serv- 
ices unselfishly to aid in alleviating the 
ravages of war. An instance of this 
character, lately recorded in the news- 
papers, is peculiarly gratifying. For two 
years Jeremiah Smith, a Boston lawyer 
and economist, has been devoting his 
time and ability toward restoring Hun- 
gary to a sound financial position. His 
work was recently successfully com- 
pleted, and the fee of $60,000 to which 
he was entitled for his services was re- 
fused, as were honor or compensation of 
any kind. This was a characteristic 
American action, typical of the best spirit 
of our country, and illustrates a desire 


shared by many of our people to be 
helpful without thought of personal 
gain. 


FAVORABLE BUSINESS OUTLOOK 


T the end of the half-year the busi- 
A= outlook in the United States 
may be considered as decidedly 
favorable. With a Treasury surplus for 
the fiscal year ending June 30 of nearly 
$380,000,000, and an aggregate debt re- 
duction for the year of upward of 
$670,000,000 the Government’s finances 
are in good shape. As the tax yield 
making this surplus possible is derived 
in large part from business earnings, the 
evidence is clear that business has been 
good. It is, of course, to be borne in 
mind that in general this revenue was 
derived from business in the preceding 
calendar year, not from the first half of 
the present one, and that the surplus 
does not arise alone from a good tax 
yield, but from economy 1n public ex- 
penditures. Making these allowances, 


however, the indications the figures af- 
ford are of a favorable character. 

Productive industries as a whole are 
active. There has been no such slump 
in building operations as was expected, 
automobile production is well main- 
tained, and with few exceptions the same 
may be said of the other leading indus- 
tries of the country. Better than all as 
a guaranty of a fair degree of stability 
is the good crop outlook; and, should 
present indications be borne out by later 
developments, bountiful crops will as- 
sure prosperity. 

We have this year to reckon with an 
election for a complete new House of 
Representatives and a part of the Senate. 
But this does not constitute a serious 
threat to business, because whichever 
party may be triumphant no radical 
legislative changes are likely. These 
would be difficult to make 1n any event, 
since President Coolidge remains in of- 
fice. There is, of course, some danger in 
the future complexion of Congress, aris- 


ing not from either of the leading parties, 


but from the tendency—which may be 
augmented by the results of the election 
—for members from both parties to split 
up into groups representing special in- 
terests or particular sections of the coun- 
try. Should this tendency continue to 
grow, it may cause confusion and even 
lead to that distrust of parliamentary 
government lately experienced in France 
and Italy, though the probabilities are 
that in any serious emergencies party 
lines are apt to be restored in the House 
and Senate. 

The European situation, at the end 
of June, was still very much mixed, and 
from a source not to be regarded as sen- 
sational has recently been characterized 
as critical. 

But here in the United States we have 
refused to take a gloomy view of things. 
Our people have gone on working and 
spending. The country, at the end of 
the first half of 1926, is prosperous. Our 
crop situation at present justifies the 
hope that it will continue so for another 
six months at least. 
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MORAL DISARMAMENT 


EAL hope for the effectiveness of 
R any program of entire or partial 

physical disarmament of the 
great nations of the world must rest upon 
a preceding stage of mental and moral 
disaramament. Until this fact is recog- 
nized and acted upon, the scrapping of 
navies and the disbandment of armies is 
bound to be both disappointing and dan- 
gerous. This would not be the case 
could we infer from physical disarma- 
ment that it really evidences a settled 
determination upon the part of the peo- 
ples of the world to substitute sweet rea- 
sonableness for force in the settlement 
of international disputes. No _ basis 
whatever exists for such a belief, and 
but little ground for hope. 

This is not to scoff at the sincere ef- 
forts being made for world peace, nor to 
deny the possibility of their being ulti- 
mately crowned with success. It is sim- 
ply to recognize a harsh and ugly fact. 

Could we safely say that wars arise 
because of the ambitions of soldiers and 
sailors to fight, then ought we to lose no 
time in ridding ourselves of armies and 
navies. But it is not the chafing of these 
men for employment that brings on war. 
As a matter of fact, the soldiers and 
sailors who have had experience of war 
are precisely the ones who dread and 
abhor it most. 

There is quite as much truth in the 
statement that war grows out of unpre- 
paredness for it as in being thoroughly 
prepared; and the Great World War 
did not disprove this statement. Had 
England and the United States been as 
well prepared as were some of the other 
combatants, history’s pages in recent 
years might have borne a different aspect. 

Is there, then, no hope of peace? To 
admit this would be to give way to coun- 
sels of fear and despair. There is a dis 
coverable pathway toward peace, which 
must be patiently sought and diligently 
followed once it is found. We shall ap- 
proach it only as nations in their dealings 
with one another practice that degree of 
justice which already they have meas 


urably achieved in their individual re- 
lations. And, furthermore, as we test 
out, and establish as the result of ex- 
perience, methods of settling internation- 
al controversies other than by a resort 
to force. 

Additionally, the world needs consid- 
erable economic readjustment, so that 
burdens will not press more heavily upon 
the peoples of some countries than they 
are able to bear, while others almost 
entirely escape. This desideratum may 
sound altruistic, but surely in the light 
of recent experience it is not lacking in 
practical application to the tangled af- 
fairs of the world. The more favorably 
situated nations can afford, from a pure 
standpoint of self-interest, not only to 
contribute something toward the pros- 
perity of other lands less favorably cir- 
cumstanced, but to yield something out 
of their abundance, and to make con- 
cessions, in achieving this result. 

In regard to one of the considerations 
above set forth we have done something 
already by giving our support to the 
World Court, and may do more by a 
further convocation of The Hague Con- 
ference. 

But should there not be convened in 
the near future two additional world 
conferences? One of these might ap- 
propriately consider, as a preliminary 
to making physical disarmament effective, 
that mental and moral disarmament 
which is an indispensable condition to 
the success of grounding our arms and 
scrapping our navies. From such a con- 
ference the idealist and the professional 
pacifist might well be excluded. Wise 
statesmen and men of large affairs could 
more surely point out safe and practi- 
cable methods for reaching the desired 
end. The immorality of war needs the 
least emphasis. Its futility should be ex- 
hibited so clearly that none but the fool- 
hardy would ever turn to it as a remedy. 
The world needs to be shown, in a prac: 
tical fashion, how much better under- 
standing and co-operation contribute to 
national greatness and individual well: 
being than do the brutal methods to 


[Continued on page 183] 
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HOW SHOULD A BANK USE ITS FUNDS? 


By WaALpo F. MITCHELL 


ing, and by well known bankers, that 

a commercial bank should put its 
funds into short-time, self-liquidating, 
commercial loans. By this it is implied 
that the bank should lend its funds to aid 
in the distribution process, or for tem- 
porary manufacturing purposes. George 
H. Pownall, a London and Manchester 
banker, states this notion as follows: 
“Temporary advances for a trading or 
manufacturing purpose, or for any legiti- 
mate purpose, so that the advance is 
temporary, and the fact of advancing the 
money helps to make or sell the article 
out of which payment is to come, is our 
business. . . . If the banker locks any 
proportion of his means in a permanent 
form, then, his lending power as a bank- 
er is pro ratio diminished.” Most writers 
on banking seem to make this principle 
of banking the foundation of good bank- 
ing, and most bankers seem to believe 
in the principle—until one examines their 
balance sheets or portfolios. 

The presupposition of this principle 
is that, since a bank has demand liabilities 
to meet, the bank can and must keep 
its funds in short-time paper, which 
will be paid off when due, and thus 
provide funds with which to meet de- 
mand liabilities. This fundamental prin- 
ciple and its presupposition of liquidating 
paper provide a beautiful picture of 
banking. But how untrue to life! 

This notion of banking conceives the 
banking system as made up of individual, 
isolated banking units, which are com- 
ability” theory. The very basis of the 
pelled to rely upon their own ingenuity 
for keeping in liquid condition. Short- 
time commercial loans are the device by 
which such a bank may maintain itself 
in liquid condition. But it is apparent 
that no bank can make its loans mature 
fast enough to meet any unexpected or 


[' is generally stated in works on bank- 


unplanned demand on its funds by de- 
positors or noteholders. No bank will 
find that loans will mature to meet de- 
mands if the demand is unexpected, for 
the very simple reason that loans were 
planned to mature otherwise, or, as ex- 
pected. 


THE ESSENCE OF THE “SHIFTABILITY”’ 
THEORY 


In fact, it should be apparent to all 
that modern banking is founded upon 
another notion, namely, that no well 
managed bank is expected to rely upon 
its own strength and ingenuity to meet 
unexpected demands on its funds. A 
bank in difficulty must shift earning 
assets to other banks for more liquid 
funds. This is the essence of the “shift- 
Federal Reserve System is that no well 
managed bank will be left to itself in a 
crisis. This is tacit admission that the 
older or orthodox theory of banking is 
not a workable one. The orthodox theory 
does not work when put to the test. And 
whene there is no crisis or test, it matters 
not whether the orthodox theory works. 

In the crisis of 1920-21, the national 
banks were put to the test. It may be 
well to examine the facts and see whether 
or not loans did liquidate to meet the 
demands on bank funds; what means 
banks used to keep in safe liquid condi- 
tion. In this exposition the writer will 
draw heavily on certain chapters written 
for another purpose.* 

One should note first the period of 
crisis from its inception in May, 1920, 
until November of 1920, during which 
period deposits were contracted. In this 
period correspondent banks continued to 
call their funds from New York, as they 


*In “The Uses of Bank Funds” (Univer- 
sity of Chicago Press, 1925) the writer has 
discussed in detail the “shiftability” theory. 
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had been doing since the Federal Reserve 
Board began in November, 1919, to urge 
an increase in disscunt rates. Corre- 
spondent state baaks tek out of New 
York national banks during this period 
$96,000,000, and made similar demands 
on other financial centers. Net demand 
deposits of New York national banks 
decreased $121,000,000, and time de- 
posits decreased $11,000,000 in this 
period. This was a substantial demand, 
amounting to $132,000,000, coming 
largely from correspondents which were 
calling on their balances. 


liquidated to the amount of $79,000,000, 
which is more than twice the decrease in 
net loans. These banks called on their 
correspondents slightly, and paid out 
some cash. Evidently it was the Federal 
Reserve Banks, the stock exchanges, and 
the general reliance upon other institu- 
tions that kept the banks of New York 
in liquid condition, rather than the 
liquidation of loans at maturty. 

And, taking the country banks of the 
South, one notes a similar situation. Net 
demand deposits of these banks declined 
$88,000,000 in this period, and total de- 


Some Factors Affecting the Reserve Position of National Banks, May 4, 1920, to 
November 15, 1920. 
(Millions of dollars) 


Factors tending to increase cash Factors tending to decrease cash 


New York Middle New York Middle 

City South West City South West 
OI iatanc ar gualernie ers wale ew dh oes 35.5 13.5 er biases poate 15.3 

Rediscounts* ............... 121.84 56.5¢ 24.67 1218 565 24.6¢ 
IE Bo eird cast ieee fae aes 27.0 8.3 42.8 ii ae 

Due from banks ...........3 4.1 27.4 10.2 

Government securities ........ 79.3 14.9 9.6 Setbeis oe oe 
RE MINERS. so diy:k nig b xis awin: eiee 1.4 14.6 11.2 
CN ab Ar belek de ales aod) ac en 2.8 1.9 1.8 
NE cas Gone Sie Se 243.5 139.3 52.7 166.0 73.0 52.9 
PND ciate aad ota awaes 77.5* 66.3* a Bae tan wine 2 


*Increase in rediscounts tended to increase cash, but the prior making of loans which 
were then rediscounted tended to decrease cash or reserve position by an equal amount. 


+Increase in rediscounts. 


{Presumably loans were expanded equal in amount to increase in rediscounts. 


But loans and rediscounts did not de- 
cline in this period. Net loans did de- 
cline $35,000,000 but rediscounts in- 
creased $122,000,000, so that the total of 
loans and rediscounts increased $87,000,- 
000 at a time when deposits were drawn 
on to the amount of $132,000,000. Evi- 
dently loans of New York national banks 
were not liquidating to meet the demands 
of correspondents and other depositors. 


HOW NEW YORK BANKS KEPT LIQUID 
How did these banks of New York 


keep in liquid condition, if loans were not 
liquidated as, according to the orthodox 
theory, they should have been? Redis- 
counts were increased by $122,000,000, 
or $87,000,000 more than net loans de- 
creased. Government securities were 


posits declined $68,000,000. Loans and 
rediscounts, on the other hand, in- 
creased $43,000,000. There was a de- 
crease of about $14,000,000 in loans, but 
rediscounts were expanded sufficiently to 
result in a great increase in the total, as 
just indicated. It will thus be seen that 
loans in the country banks of the South 
did not liquidate so as to meet the cur- 
rent demands on these banks. 

If one takes all national banks, as a 
group, it is seen that loans and redis 
counts were expanded $265,000,000 in 
this period of crisis, while at the same 
time total deposits declined $171,000,- 
000. The national banks as a whole thus 
showed inability to liquidate loans in 
quantities sufficient to meet demands on 
deposits. 
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BAN K CONDITIONS VARY GEOGRAPHICALLY 


The real point to this discussion lies in 
the differences between banks in the 
various cities and regions, as well as in 
the divergence of banking practice from 
banking theory. While in New York 
and the South and other cities and re- 
gions, loans and_ rediscounts did not 
liquidate to meet demands on deposits, 
in most of the reserve cities loans did 
liquidate sufficiently, and more than 
enough, to meet the needs of depos- 
itors. Not all regions and cities were 
alike in the ability to liquidate 
loans to meet the demands of the deposi- 
tors. Some regions remained strong, and 
were thus able to assist other regions 
and cities. But the national banks as a 
group, could not depend on liquidation 
of loans to meet the needs of depositors. 

What means did the banks in New 
York, the South, and Middle West find 
that they could depend on to keep in 
solvent, liquid condition? The following 
table covering these three regions gives 
the answer to the inquiry: 

It is apparent from this table that in 
all three regions expansion of rediscounts 
was greater than liquidation of loans. In 
the South four means of increasing cash 
were more important than loan liquida- 
tion; namely rediscounting, borrowing, 
liquidating Government securities, and 
calling in deposits with correspondents. 
In the Middle West loans were expand- 
ed, while the same devices were used as 
in the South to increase cash. 

It is apparent that the banks of these 
three regions depended on the reserve 
banks, on the stock exchanges (for 
liquidation of Government securities), 
and upon other banks (from which they 
borrowed), to keep in liquid condition. 
In other words, in a period of crisis, 
banks shift their safe earning assets to 
other institutions or investors in exchange 
for more liquid assets. In such a period 
banks can and do continue to carry their 
customers, and are enabled to do this 
because they have other funds at their 
command. These funds may be obtained 
from reserve banks, from other banks, 
or through the stock exchanges. 


After the crisis of 1920 had passed, 
banks then did begin to liquidate loans. 
As the general price level declined, less 
funds were needed (even for an equal 
quantity of goods), and loans declined 
rapidly. There was then a less serious 
problem of liquidation, for the spirit of 
expansion had been replaced by deflation, 
and commitments were planned accord- 
ingly. 


LIQUIDITY THEORY NOT FOLLOWED IN 
PRACTICE 


When one examines the accounts of 
banks one notes that banks do not re- 
strict their earning assets and activities 
to short-time commercial loans. On 
June 30, 1925, national banks held bonds 
equal in amount to more than twice the 
capital and surplus of these banks, or 
23.3 per cent. of their total assets. These 
bonds were greater in amount than the 
savings deposits, and were equal to 45 
per cent. of loans and rediscounts. Even 
stock of other corporations held by na- 
tional banks in “other reserve cities” ex- 
ceeded their holdings of stock in the 
Federal Reserve Banks by 61 per cent. 
and in New York by 72 per cent. It is 
evident that national banks not only 
place all of the funds provided by their 
stockholders in securities; they place also 
quite a large part of the depositors’ funds 
in securities. 

There has been an increasing tendency 
in recent years for national banks to 
invest their funds in bonds. This is a 
perfectly natural development, for busi- 
ness firms have come to borrow money 
by issuing bonds where formerly they 
borrowed on short-time loans. Municipal- 
ities, states and public utility companies 
have come to issue securities in large 
amounts, and banks have come to hold 
large amounts of these. From their in- 
ception national banks and the Bank of 
England have held securities. 


LONG-TIME LOANS NOT NECESSARILY 
DANGEROUS 


Banks have come also to place a large 
part of their funds in security loans. 
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If one adds the security loans to the 
investments in securities it is noted that 
a very large part of the earning funds 
are placed in other than short-time com- 
mercial loans. Is this a dangerous prac- 
tice? 

Probably a comparison of losses 
charged off on securities and on loans, 
from 1918 to 1925, will help in determin- 
ing the answer. On an average, the per- 
centage of losses charged off by national 
banks on securities in this period, 1918- 
1925, was .89 per cent., and on loans 
was .67 per cent. But in 1922 and 1923 
the percentage of losses charged off on 
loans was twice that on securities. In 
1920 and 1921, on the other hand the 
percentage of losses charged off on se- 
curities was four times that on loans. 
There seems to be a greater hazard in 
securities, and a greater cyclical fluctua- 
tion in losses on securities than on loans, 
but the difference is not great. As a mat- 
ter of fact bankers can shift securities 
about and secure funds as needed. And 
banks found in the crisis of 1920 that 
stock exchange loans could be depended 
on even more than commercial loans to 
liquidate at maturity or as called. The 
general tendency, and the practices of 
banks, seem to indicate that banks have 
come to be very different institutions 
from what they were when theories of 
banking were first evolved and stated. 

An examination of recent bank fail- 
ures throws further light upon the sound- 
ness of modern banking practices. It 
might have seemed that 1a0st bank fail- 
ures would occur among the banks that 
put the largest proportion of funds into 
bonds, etc. Such was not the case. The 
following facts and conclusions appear, 
from a study of bank failures. (1) There 
is a very great cyclical trend in bank 
failures. When net earnings of banks 
are low, failures are numerous, and when 
net earnings are high, failures are low. 
(2) Banks which failed were small in 
size and young in experience. Prac- 
tically all failing banks had a capital of 
not over $100,000. (3) Banks failed 
almost exclusively in those regions, where 
during the World War and following, 


banks were organized in greater number 
than the number needed, as measured by 
the proportion already existing in the 
various regions. (4) Failures occurred 
largely in the West and Pacific regions, 
where the banks follow a policy, in con- 
trast to the East, of paying large divi- 
dends, and were more reluctant to estab- 
lish a surplus. 

The evidence seems to be overwhelm- 
ing, that the unorthodox methods of 
banking have been a negligible factor in 
the recent bank failures. The reasons 
seem to be related to the factors stated 


above. 


BANKS SHOULD BUY ONLY SOUND 
PAPER 


No criticism of the orthodox theory, 
nor any exposition of the “shiftability” 
theory, should omit to point out that 
banks must deal only in sound paper, 
whether short-time or long-time. Such 
paper is tested by margins of safety, mar- 
gins of equity, general managerial ability, 
etc. But being tested in this way, the 
soundness of paper fluctuates with the 
changes in earnings, equities of the own- 
ers, and personnel of management. As is 
well known, net earnings and margins of 
equity are largely beyond the control of 
those who administer businesses. Earn- 
ings and margins of ownership or net 
worth are greatly affected temporarily by 
unforeseen circumstances. No matter 
how scientifically a business may be run, 
contingencies arise which prevent the 
carrying out of operations just as 
planned. 

For example, when the crisis came in 
1920, few, indeed, foresaw all the dire 
consequences. Probably few saw that the 
prices of farm products would fall out 
of proportion to the average of all con: 
modities, thus resulting in a severer de- 
pression in agriculture than in most lines 
of business. Unforeseen things, such as 
changes in relative prices and values, 
arise to make safe paper relatively and 
temporarily unsafe. What should be the 
policy of a bank toward such paper? 


[Continued on page 184] 
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CAPITALISM OR WHAT? 


By HARTLEY WITHERS 


derstands the matter, is the sys- 
tem under which each man can 
choose what work he will try to do and 
what employer he will try to serve; if 
he does not like his job or his employer, 
he can leave it or 
him and try to get 
another. He cannot 
earn unless he can 
do work that some- 
body wants to buy, 
and so he competes 
with all other work- 
ers in producing 
goods or services 


(C “aestands as the writer un- 


that others want 
and will pay for. 
His reward depends 


on the success with 
which he can satis- 
fy the wants of 
others. Whatever 
money he earns in 
return for his labor 
he can spend as he 
chooses on the pur- 
chase of goods and 
services for his own 
use or for that of 
his dependents, or 
he can invest it in 
opening up a business or industry on his 
own account, or in shares and debts of 
public companies, and debts of govern- 
ments or public bodies. These securi- 
ties will pay him a rate of profit or in- 
terest if the companies or debtors prosper 
and are solvent. Whatever money he 
earns by labor or by investment he can, 
after paying such taxes on it as the state 
may demand, hand on to any heirs whom 
he may name. 

Such is the description given in the 
writer's book on “The Case of Capital- 


HARTLEY WITHERS 


ism” of the system under which civilized 
nations are at present economically or- 
ganized and the writer thinks it fills in 
the chief features of the picture. 

Its essential point is freedom—free- 
dom, subject to the will of the com- 
munity, as expressed 
by its purchases of 
goods and services. 
Given well distrib- 
uted purchasing 
power, the capital- 
istic system is thus 
the most democratic 
basis of production 
and exchange that 
can be devised; and 
the present ten- 
dency to mass pro- 
duction compels 
wide distribution of 
purchasing power, 
because mass con- 
sumption is its nec- 
essary consequence. 

Subject to this 
democratic will of 
the consumers we 
are all free, under 
capitalism, to do 


British economist and financial writer. what work we 


choose, if the prod- 
uct will find a buyer, and to make what 
use we please of our earnings, thus 
adding our voice to the mighty chorus 
that decides what goods and services are 
acclaimed as desirable. 

With our surplus earnings we are 
free, by the process of investment, to 
supply funds to any enterprise or any 
public -body that needs them for de- 
velopment, or for public purposes, ex- 
pecting to receive interest or dividends, 
subject again to the will of the com- 
munity as expressed by consumers or 
taxpayers. 
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CAPITALISM PUTS MORAL RESPONSIBILITY 
ON INDIVIDUAL 


In working, in spending, in investing 
and finally in leaving to the heirs whom 
he may appoint the wealth, big or little, 
that he has made or inherited, each man 
chooses for himself, and takes upon him- 
self all the risks that his choice involves. 
If he makes things that consumers do not 
want, he will not earn; if he invests im- 
prudently he will lose his savings. With 
freedom goes, as always, responsibility; 
and without responsibility there can be 
no development of character or initiative, 
no moral discipline. Perhaps the 
strongest of all arguments for capitalism 
is this moral advantage of the respon- 
sibility that it throws upon every in- 
dividual. 

It is admitted, at once, that the free- 
dom of choice which capitalism confers 
on the individual has had and still has 
results which are sometimes deplorable 
and occasionally disgusting. Human 


nature being what it is, the democratic 


voice of a mass of of uneducated con- 
sumers calls for the production—the 
writer speaks, of course, of what he sees 
in England—of much that is ugly, vul- 
gar and base. But even in the course of 
a lifetime it has been possible to see some 
improvement in this respect, and wider 
education and culture seem to be the 
only remedies that can be relied on to 
carry this improvement forward. It is 
better that the individual should make 
mistakes and be free than that he should 
have his choice dictated by a committee 
of experts in culture. 

Dictation, however, by some such com- 
mittee is the only alternative that has 
been suggested, or can be imagined, to 
the freedom of choice which is the out- 
standing feature of capitalism. Under 
state socialism, which implies the owner- 
ship by the government of all the means 
of production, distribution and exchange, 
the government would evidently tell us 
what to make and would distribute the 
product, telling us what to eat and 
drink, what we should wear, where we 
should live, and what amusements and 


pleasures we should enjoy. We should 
be under a tyranny of officials, tempered 
by the wisdom of a popularly elected 
body; and in electing its representatives 
the popular will, at least on this side of 
the world, makes even worse mistakes 
than in choosing articles of consumption. 
All the freedoms and responsibilties that 
the individual now enjoys would be 
gone; we should be standardized and 
regulated, and turned out on a pattern, 
like so many pairs of army boots. 


SOCIALISTIC PROGRAM LATELY REVISED 


State socialism, however, is now a 
much less fashionable ideal than it was. 
The experiences of the war have taught 
the British socialists that the state can be 
a much more unpleasant employer than 
the worst kind of capitalist boss. And 
socialistic aspirations have lately turned 
into a different direction. Incidentally 
it may be observed that a system of eco- 
nomic life, the advocates of which find 
it necessary to revise their program on a 
matter of the highest importance, before 
it has even been tried on its full scale in 
practice, does not promise very well as a 
working scheme for supplying the needs 
of humanity. Nothing shows more 
clearly how blind a gamble the socialists 
are asking us to undertake than the com- 
plete revision of their program that has 
taken place in the last few years. 

Under the new dispensation—guild 
socialism” or one of its many variations 

the means of production would be 
owned by the state, but the state would 
have nothing to do with the management 
of industry, which would be conducted 
by those who work in it, electing their 
own officers. Whether such a system 
would be conducive to industrial ef- 
ficiency may well be doubted; but there 
is little need to discuss the question be- 
cause the scheme is, on other grounds, 
obviously quite unworkable. With each 
industry working at its own pleasure and 
producing goods such as it considers 
desirable for the public and in such quan- 
tities as it thinks fit, nothing but eco- 
nomic chaos would be possible. This 
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chaos would almost certainly be only 
increased by the number of parliaments 
and committees which the guild social- 
ists propose to set up. There would be 
a parliament of the guilds—the guilds 
being the nice new medieval term for the 
unions in which all the workers and of- 
ficials of each industry would be, 
whether they liked it or not, included— 
and this guild congress would be expect- 
ed to settle any differences that might 
arise between any two or more guilds. 
As to what would happen if this body 
failed to settle the difference (if for ex- 
ample the guild of machine makers in- 
sisted that they knew better than the 
guild of farmers what sort of plow 
would work most efficiently) is left to 
the imagination of the idealists who see 
economic salvation in this form of social- 
ism. There would also according to 
some schemes—but the variations of the 
system are infinite—be another parlia- 
ment representing the whole community 
as consumers, and yet another supreme 
body representing both the guilds and 
the community. 


There is no need to lay stress on the’ 


infinite possibilities of disagreement and 
friction, and consequently of inefficient 
production, which are at once evident 
if one tries to imagine such an economic 
constitution at work; and even if the 
completest harmony prevailed, it would 
be extremely difficult to settle questions 
such as price, or the relation in which 
one commodity would be exchanged for 
another or the allocation of the work of 
those guilds which supply buildings and 
machinery among those which need 
them. 


THE AVERAGE MAN UNDER GUILD 
SOCIALISM 


As to the general consumer, that is to 
say every man in his capacity as a human 
being with cravings for food and com- 
fort, he would evidently have to take 
what he got and be thankful that it was 
no worse; for under such a system the 
guilds would inevitably be all-powerful 
and would, if they pleased, snap their 


fingers at the authority of any congress 
or parliament which attempted to tell 
them what sort of work to do and what 
sort of article to produce. The advo- 
cates of the system urge that the guild 
workers would be so uplifted by the 
mere fact that they were working not for 
the profit of a capitalist, but for them- 
selves and for the community, that har- 
monious and efficient work would be pro- 
duced in a sweetly ideal atmosphere. It 
might possibly be so, but the assumption 
of this magical change of heart is a big 
risk to take, when the material comfort 
and even the existence of the community 
is at stake; and the elaborate system of 
safeguards suggested shows that a good 
deal of doubt is felt on this point by the 
enthusiasts who have devised this pro- 
posal for “reforming” society. 

As to syndicalism, the extremist idea, 
of which guild socialism is a compara- 
tively conservative modification, nobody 
has attempted to explain how it ever 
could possibly work. Under it, the 
workers would seize the instruments of 
production, work them (if they could 
under their own guidance) and dispose 
of the product as they pleased. The 
state would be reduced to impotence and 
there would, apparently, be no co- 
ordinating authority of any kind. 


CHANCE OF PRODUCTIVE EFFICIENCY 
REMOTE 


Such are the alternatives that have 
been suggested and put forward as im- 
provements on capitalism. The only one 
of them that is within a mile of being 
a practicable scheme is state socialism, 
which might possibly be adopted by a 
community sufficiently servile to submit 
to the tyranny of bureaucratic control. 
But, as has been shown, state socialism 
is already discredited in the eyes of a 
great number of socialists, warned by 
their experience of government control, 
during and after the war. Even under 
it the chance of productive efficiency is 
extremely remote; under guild socialism 
it is so remote that advocates of the 
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BUSINESS BUILDING ADVERTISING 
STRESSED AT FINANCIAL ADVER- 
TISERS’ MEETING 


By B. C. CLARKE 


specific in its terms and definite in 

its object—that pulls the money 
out of the bureau drawers and the fam- 
ily sock and puts it into the channels of 
trade and business, was urged upon the 
banking interests of the United States 
as a central theme in advertising during 
the coming year, in the convention of 
the Financial Advertisers’ Association, 
held in Philadelphia on June 23 in con- 
junction with the annual convention of 
the Associated Advertising Clubs of the 
World. 

Trust companies in particular are de- 
veloping this kind of advertising, it was 
indicated, and commercial banks are tak- 
ing more and more to it. Banks every- 
where were urged to lay down the yard- 
stick of apparent results in advertising 
in the rule that it must produce profit- 
able business in dollars and cents before 
it is approved as efficient and effective. 

The thought was emphasized that ef- 
fective advertising must be continuous 
and that continuous advertising is cumu- 
lative in its effect. 

T. H. Sewell, of the Ohio Savings 
Bank and Trust Company, at Toledo, 
gave stress to this thought in urging 
banks to engage more actively in ad- 
vertising their communities. He said 
that as communities prosper and grow, so 
do banks prosper and grow, and that 
the interests of one are intimately bound 
up in the interests of the other, with 
the contribution by one a contribution 
to the wellbeing and growth of both. 

“What business, what industry, what 
institution of any nature plays a more 
vital part in the drama of life and the 
activities of the community, than the 
162 
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bank?” he questioned. ‘Whether it is a 
village, a town or a city, the bank is so 
closely woven into its civic and domestic 
life that its influence, good or bad, must 
pulsate throughout the community, and 
be felt more or less by every one of its 
inhabitants. 

“Banks should advertise their com- 
munities, and in specific terms. A con- 
tinuous campaign of healthy encourage- 
ment of the community will prove to be 
a breeder of good will when your bank 
message is hitched to your community 
message.” 


VALUE OF DEFINITE OBJECTIVES 
O. Howard Wolfe, cashier of the 


 Philadelphia-Girard National Bank, in 


Philadelphia, placed stress upon specific 
terms and definite objectives in bank ad- 
vertising. 

“There is an unfortunate prevalence 
of bank advertising which merely ad- 
vertises ‘service’ in a vague, indefinite 
way without being specific as to the kind 
of service referred to,” he declared. “This 
type of advertising is as common as the 
old ‘tombstone’ style of twenty years 
ago. 
“The kind of advertising results I 
have in mind is that which is cumulative 
in its effect. One of these effects is the 
beneficent influence of advertising upon 
the quality of service which your bank 
has to render. 

“Some months ago we used an adver’ 
tisement in our bank that said, in effect, 
that “Advertised service is dependable 
service. Statements made in bank ad’ 
vertisements should be as accurate as the 
figures of its statement of condition.’ 

“Each of you know that every well 
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managed institution prides itself in hav- 
ing among its assets many items that are 
worth more than the figure at which they 
are carried on its books, and published 
in its advertisements. It should be the 
same with service. Not only should it 
be at least as good as advertised, but it 
ought to be a little bit better. 

“I know from personal experience 
that after a particular advantage or fea- 
ture of service that a bank has to 
offer has been advertised, almost sub- 
consciously there is an effort on the part 
of the bank’s personnel to see that the 
service fully meets the claims that are 
publicly made, and if possible, improved 
upon. It should be the duty of some 
one in every bank to see to it that ad- 
rertised service is dependable service.” 

Mr. Wolfe said that it is essential that 
some one in a bank, preferably an of- 
ficer, trains himself to know what and 
how to advertise. The basic principles of 
sound and effective advertising, he con- 
tinued, can be learned by the average 
banker, just as are the rudiments of com- 
mercial law, and applied with skill and 
telling effect. 

“There is another advantage in having 
an officer of the bank understand and 
supervise its advertising campaigns,” he 
said. “Such an officer is in a position 
to check the results of advertising more 
intelligently than the salesman type of 
advertiser. 

“I confess I have little interest in re- 
ports we sometimes read of the results 
of bank advertising campaigns as indi- 
cated in the number of new accounts ob- 
tained, or the total increase in deposits. 
Do you realize that more than 50 per 
cent., numerically speaking, of all active 
depositors in the United States carry 
checking accounts that are a distinct loss 
to their institutions? 

“You do know that there are many 
schemes being sold to unthinking bankers 
through which hundreds of new deposi- 
tors are secured carrying balances as low 
as $5, and that these methods are paid 
for on the basis of numbers only. 

_ “You can see, therefore, the necessity 
for a co-ordination between advertising 


and analysis of the kind of business 
which advertising produces, before one 
is able to place a proper valuation upon 
any particular scheme or method of ad- 
vertising. 

“The most important thought, I think, 
is the development of business building 
advertising. I see no particular advan- 
tage to the banking profession in adver- 
tising which merely pulls accounts from 
one good bank and puts them in another. 
Emphasis should be put upon the kind of 
advertising that pulls money out of hid- 
ing places, and makes it active instead of 
inactive. Advertising to be effective and 
efhcient must produce profitable busi- 
ness. 


SELLING TRUST SERVICE 


Francis H. Sisson, of the Guaranty 
Trust Company, of New York, gave 
stress to the central thought in the as- 
sertion that success in the sale of trust 
service is not in speed, but in steadiness. 
He explained that this follows logically 
from the fact that trust service is always 
of a confidential nature. 

An analysis of banking advertising 
need not be upon the same plane or so 
extensive, he continued, as the scales for 
nationally distributed products. He 
urged that in every instance of trust 
service advertising, consideration be 
given to the question of whether the 
smallest estates, as well as the largest 
should be sought, and the relation which 
this decision has upon the style of ad- 
vertising copy, and the nature of the 
selling effort. 

“Selling personal trust service is en- 
tirely different from selling commercial 
bank accounts, and the two must be 
handled by men of very different train- 
ing if the best and most effective results 
are to be had,” he continued. “No 
longer is there any real question as to the 
ethics, the legality, or the dignity of sell- 
ing trust service. The only vital ques- 
tions that confront us are those of 
method and opportunity. There is also 
an obligation, perhaps, as to how and 
where best to put our message across. 
To that problem the best brains in the 
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advertising and selling field may well be 
attracted.” 

Turning to the subject of newspaper 
advertising, he described the daily pub- 
lications as powerful mediums for trust 
advertising when used for purposes to 
which they are best adapted. Other pub- 
lications, such as trade journals and 
financial periodicals, offer a splendid 
field for the cultivation of this character 
of business. 

“Newspaper advertising may be used 
to develop leads, to originate business 
and to do the broad job of education,” he 
said. “But whether a given advertise- 
ment should be made to do all of these 
things at the same time is a problem with 
which you are probably familiar, and 
doubtless always facing. 


GREAT BRITAIN AS A MARKET FOR 
AMERICAN PRODUCTS 


Increasing importance of Great 
Britain as a lucrative market, and the 
buying tendencies of the English people, 
were dwelt upon by James Howard 
Perkins, advertising manager of Goodall, 
Blackhouse and Company, of Leeds, 
England. 

“We have been a sorely tried people,” 
he said, “but the clouds are clearing and 
American business will find our markets 
easier than at any time since the war.” 

American business interests are safe 
in planning selling campaigns in Eng- 
land, he continued, and the economic 
barometer is improving. He said that 
many workers have retained the pre-war 
scale of wages, and these men in the 
“sheltered trades” have a good buying 
power and a stabilizing influence upon 
business. He asserted that soon the basis 
of consuming power will be widened. 

“In dealing with our markets, do not 
hesitate to make a more ‘high-brow’ ap- 
peal,” he continued. “Higher education 
is becoming more general throughout the 
land, and there is a greater percentage of 
women with money to spend for luxu- 
ries. 

“The woman market in England is 


excellent! The woman is the true basis 
of the English market. We have a rich 
upper class, a large class of the retired, 
and a large—and overpaid—official class. 
The women of all of these classes are 
good buyers. Moreover, there are great 
numbers of women factory workers who 
have more money to spend than ever 
before. 

“Aids to beauty—there’s a great field. 
The English woman will spend her last 
penny on aids to beauty—and pleasure.” 

Life insurance trusts were discussed by 
Clinton F. Berry, of the Union Trust 
Company, of Detroit, and second vice- 
president of the Financial Advertisers 
Association. 

Delegates and visitors to the conven- 
tion were welcomed by Edward T. 
Stotesbury, of Drexel and Co., at 
Philadelphia, and who next October will 
celebrate the sixtieth anniversary of his 
entry into the banking activities of the 
nation. 

Reviewing the American banking sys 
tem since its start in Philadelphia during 
the days of the Revolution, Mr. Stotes- 
bury pointed out that its expansion and 
growth has been chiefly due to an in 
creasingly intelligent and scientific use of 
credit and credit resources. 

Mr. Stotesbury paid a tribute to 
Robert Morris, one of the nnanciers of 
the American Revolution, and in whose 
honor a bronze statue was unveiled on 
the steps of the Philadelphia custom 
house a few days before. 

Carroll Ragan, of the United States 
Mortgage and Trust Company at New 
York, and president of the Association, 
in responding to Mr. Stotesbury’s wel- 
come, reviewed the remarkable change 
that has taken place in financial adver- 
tising in the last decade, and contribu- 
tive to closer relations between banking 
institutions and the communities and in- 
terests which they serve. 

“To judge from the admirably devel- 
oped policies and advertising campaigns 
of many financial institutions,” he said, 
“their slogan might well be: “The public 
cannot ask, nor can we give too much.’ ” 
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THE FUTURE OF THE GAS INDUSTRY 


By GEorGE B. CorTELYOU 


NLY a few years ago there were 
() those who asserted in all serious- 
ness that the gas industry had no 
future. They said all it had was a past; 
that it was a dying business, doomed to 
extinction because the demand for gas 
was growing less and less each year. And 
they warned investors away from the se- 
curities of gas companies. 
Well, of course, it is something to have 
a past; and all gas men are proud of the 
past of their industry with its record of 
public service reaching back more than a 
century. But it has more than a past. 
It has a present and, as the title of this 
article indicates, it also has a future. Its 
more recent achievements have been such 
that even the outspoken skeptics of a few 
years back have since admitted their 
error and have brought forth “works 
meet for repentance” by proclaiming 
their faith in the soundness and stability 
of the industry and recommending its se- 
curities to investors. 


CHANGE IN CHARACTER OF USE 


What led certain superficial observers 
into thinking that gas was on the wane 
was the change in the character of its 
use. They saw it decline in importance 
as an illuminant, which formerly was its 
principal use, and concluded that this 
heralded a permanent downward trend. 
What they apparently did not realize 
was that this loss was more than made 
up by gains in other directions, which put 
the industry on a more solid and pros- 
perous footing than ever before. For in- 
dustries, as for individuals, life is a con- 
tinual series of adjustments to changing 
conditions, and success depends upon the 
ability to make these adjustments with 
a minimum of delay and loss. The gas 
industry has not only adapted itself to 


the rapidly changing conditions of the 
past decade but has gathered strength in 
the process and at the present time is 
facing opportunities for growth and ex- 
pansion unequalled in all its long history. 


STABILITY OF THE INDUSTRY 


If the dominating characteristic of the 
gas industry could be expressed in one 
word, that word would be “stability.” 





© unvenwoond & UNDER*000 


GeorGE B. CorTELYOU 


President Consolidated Gas Company 
of New York and former Secretary of 
the Treasury. 


The oldest of our utilities, it has gone 
ahead quietly and steadily year after 
year, extending its facilities, adding to its 
resources, establishing a record of con- 
sistent and orderly progress. There have 
been no pyrotechnics, no violent fluctua- 
tions, no alternating seasons of feast and 
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famine, such as have marked the course 
of many other industries and which have 
been given widespread publicity. It is 
this quality of inherent stability and the 
absence of headline news features that 
for a long time led the investing public 
to overlook the merits of gas company 
securities; and yet, logically enough, it is 
this very quality which, once recognized 
—as it has of late come to be—constitutes 
their chief attraction for the conserva- 
tive investor. 

The days of comparative isolation for 
the industry are over. It has stepped 
forth to take the place that rightfully 
belongs to it by virtue of its importance 
as a great agency of public service, sup- 
plying a commodity that is essential to 
the health, comfort and well-being of 
millions of our people. If it ever did 
hide its light under a bushel, that is no 
longer true. Today it 1s telling its story 
to the public and the public is respond- 
ing with many evidences of interest and 
approval. Few industries have such a 
wealth of material to draw upon and 
few can match it in the element of 
human appeal, for it is based upon serv- 
ice to that most vital and cherished in- 
stitution—the home. 

It should be understood that this 
article refers to manufactured or artificial 


gas. 


INCREASED INDUSTRIAL CONSUMPTION 
OF GAS 


Sales have more than doubled in the 
past eleven years, reaching a total in 
1925 of over 421,000,000,000 cubic feet 
for the country at large, as compared 
with 204,000,000,000 cubic feet in 1915. 
It is of more than passing interest to 
note that approximately 15 per cent. of 
the total output is produced and con- 
sumed within the corporate limits of 
Greater New York, showing that this 
territory is one of the bulwarks of the 
gas industry of the United States. If 
the entire metropolitan area were in 
cluded the percentage would be much 
greater. 

Viewed in bulk, there is nothing about 


these figures that arrests the attention, 
True, they reflect a healthy growth, 
averaging about 10 per cent. a year, and 
are a striking example of the stability 
referred to, all of which is gratifying 
but not remarkable. It is only when one 
examines their component parts that one 
uncovers some really interesting and 
significant facts. 

Gas consumption is generally classi- 
fied as domestic, industrial and commer- 
cial, the last two being frequently 
grouped together. At the beginning of 
the eleven-year period referred to, that 
is, in 1915, the amount of gas used as a 
fuel in the industries was but a small 
percentage of the total output, while in 
1925 it is estimated that more than one- 
quarter of the total went to supply the 
industrial and commercial demand, which 
in the eleven years increased over 1000 
per cent. In other words, of the 421,- 
000,000,000 cubic feet of manufactured 
gas sold in 1925, 113,000,000,000 cubic 
feet were used for industrial and com- 
mercial purposes. This was for the in- 
dustry as a whole. For certain companies 
located in manufacturing centers the per- 
centage of industrial load was of course 
much greater. This is an all-the-year 
business which makes it very desirable 
for the gas company. The domestic load, 
which is still the backbone of the indus 
try, continues to show a steady increase 
from year to year. 

This remarkable evidence of the 
adaptability of gas to the uses of indus- 
try gives an idea of the present trend of 
development and indicates one of the di- 
rections in which great future expansion 
may be expected; for, notwithstanding 
the large gains already recorded, it is 
probable that as yet gas is carrying less 
than 10 per cent. of the total industrial 
load available. The application of gas 
to the innumerable processes of industry 
opens up a field of practically unlimited 
dimensions and ushers in a new era in the 
history of gas utilization. It will be an 
era of huge installations and of produc 
tion on a scale hitherto unknown. Given 
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INSTALMENT FACTS REFUTE INSTALMENT 
FANCIES 


By H. BERTRAM LEWIS 


ject for frivolous discussion. Too 

much is at stake. Far safer to let it 
alone if we cannot be correct in our 
statements, sound in our anatysis and 
fair in our deductions. 
not, nothing is more easily discerned 
than the disaster that would overtake 
American industry if 


‘ex: tor fro selling is not a sub- 


power were suddenly 
withdrawn. 

Its harshest critics 
fix the annual total of 
instalment sales at 
some eight billion dol- 
lars. In all probability 
this is nearly double 
the true figure, but let 
us accept it momentar- 
ily. A cut of eight bil- 
lion in our annual 
volume of retail busi- 
ness (estimated at 
thirtyseven_ billion) 


For, like it or 


its sustaining 





NUMBER of articles have 

been recently published in 
THE BANKERS MAGAZINE both 
pointing out the advantages and 
disadvantages of instalment sell- 
ing. In this article H. Bertram 
Lewis, vice-president of Hare & 
Chase, Inc., describes eight con- 
tributions which he believes that 
the instalment selling plan has 
contributed to society. Mr. Lewis 
is not unmindful of the fact 
that the system is subject to 
abuses but conservatively oper- 
ated he believes it essential to 
our national prosperity——THE 





fort and contentment than the corre- 
sponding classes of any race or nation 
since history began. Surely, on the face 
of things, instalment selling is not head- 
ing us toward precipitate ruin. That it 
might, if carried to unwise extremes, is 
too obvious for argument, but he who 
would prove that it has will have a 
sorry time pointing out the symptoms. 


In the view of men 
who see the instalment 
business from within, 
recognize its sound 
limits as clearly as any 
banker or publicist, 
and labor intelligently 
and conscientiously to 
keep it stable, instal- 
ment selling up to this 
stage in its evolution 
may be credited with 
these social and eco- 
nomic contributions: 





Epitor. 
would mean a deduc- 





(1) By teaching the 
buyer to budget his 








tion of nearly 22 per 
cent. And if these same critics are cor- 
rect in their evident assumption that if 
instalment sales were taboo, little or none 
of this instalment-bought merchandise 
could be sold until the cash price had 
been saved, it is easy to picture the crash 
to our prosperity that awaits any sudden 
curtailment of instalment facilities. 

As matters actually stand today the 
burden of proof is distinctly on the 
critics—and glittering generalities will 
not sustain it. 

The country is prosperous beyond all 
precedent. Every form of saving is on 
the increase—in toto and per capita. 
Private investors are buying  securi- 
ties of every sort at an unheard of rate. 
Home building is making new records. 
And all classes are living in greater com- 


expenses for a purpose 
it has in many instances developed 
habits of thrift that have contributed 
directly to the recent disproportionate 
increases in savings of every kind. 

(2) It has permitted the buyer of lim- 
ited means to gratify his longing for 
pianos, ~ ~tor cars, and other high 
priced family necessities and conven- 
iences by payment from income instead 
of from capital. The urge for posses- 
sion of motor cars in paruculzr is, hu- 
manly speaking, so irresistible that 
many a family which buys its cars today 
without disturbing its nest egg would 
buy from its reserves and take a chance 
on replenishing them rather than do 
without. Of course no such output of 
motor cars as those of recent years would 
be possible on a cash basis, but if all that 
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could be sold for cash had been sold for 
cash more people would have been im- 
poverished in the process than under the 
time payment plans that have prevailed. 
Such at least is the conviction of those 
who are closest to the picture and much 
evidence in support of their opinion is 
found in the credit statistics of the in- 
dustry, mentioned below. 

(3) It is by no means certain that in- 
stalment selling has, up to this time, in- 
jured any class of business. One hears 
of complaints by small merchants that 
their sales are adversely affected. Like- 
wise by clothing manufacturers and 
other producers in lines that do not 
properly lend themselves to time pay- 
ment methods. It is also stated that 
credit conditions in such other lines 
have been impaired because of the 
precedence given by the buyer to his 
instalment obligations. But the volume of 
instalment-sold production has stabilized 
employment conditions, and been a pri- 
mary influence in holding wages to their 
present high levels—factors which make 
for the prosperity of all merchants and 
for sounder credit conditions in all lines. 
Merchants and manufacturers in the 
non-instalment field may consider their 
volume disproportionately small when 
compared with those of instalment com- 
petitors for the consumer's dollar, but it 
will take a world of proving to show 
that they are not better off in all re- 
spects—credit conditions included—than 
if the instalment sales stimulus were 
wholly withdrawn from trade. And 
hundreds of thousands of them annually 
avail themselves most cheerfully of its 
conveniences. 


INSTALMENT SELLING IN THE 
AUTOMOTIVE FIELD 


(4) In the automotive field—most 
often the target of the instalment critics 
—employment and wages have kept at a 
peak on a steadily declining price basis, 
made possible by the economies of mass 
production which has been developed on 
its present scale largely through the in- 
fluence of time sales. A condition which 


increases the buying power of the gen- 
eral public along with that of the wage 
earner. For obviously one who pays 
$800 for a car that would cost from 
$1000 to $1200 under lighter productive 
conditions has from $20u to $400 more 
available for clothes and general mer- 
chandise. 

(5) Instalment selling has made a 
great contribution to the contentment 
of farmers and industrial workers by 
enabling them to enjoy the use of con- 
veniences and utilities which their in- 
come justifies but which on a cash basis 
they would perhaps never acquire for 
want of any definite saving plan such as 
the instalment system provides. Certain- 
ly the thriftless among them can be led 
into onerous debt by this sort of en- 
ticement, but society seems to divide it- 
self inevitably into two economic classes 
—that which looks before it leaps and 
that which leaps in the dark. The 
former will always buy with forethought 
and will protect its credit whatever the 
plan. The latter will always go it blindly 
and over-buy on any terms. But ex- 
perience with instalment collections 
seems to prove conclusively that the 
buyer of the second class is a far safer 
risk when title to his purchase is vested 
in the seller until paid for in full than 
when he buys on open account with no 
repossession penalty to keep him in line. 

(6) Foreign students of our indus- 
trial system have pronounced the almost 
universal use of the motor car in this 
country as perhaps our greatest safeguard 
against Bolshevism, and no observer who 
has seen the vehicular exodus from any 
American workshop when the closing 
whistle blows will hastily dispute this 
point of view. And without time pay- 
ments such national motorization would 
have been impossible. Through pride of 
possession the owner of a motor car is 
only a shade less conservatized than the 
owner of a home. Social revolution 
makes but a feeble appeal to the man 
at the wheel of his own hard earned 
sedan, with all the byways of the world 
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at the option of varying periods of pres- 
sure on the accelerator pedal. 


AN INCENTIVE TO PRODUCTIVITY 


(7) The longing to own such highly 
desirable property as instalment sales 
have placed within the laborer’s reach 
is an incentive to productivity that can- 
not be ignored. Many a rolling stone 
who finds it irksome to work for a mere 
living discovers a new zest in work that 
leads to experiences beyond the hum- 
drum. The American workman has 
more good things to earn by his labor 
than any other producer in the world— 
and his output is the greatest in the 
world. Whether or not these circum- 
stances have actually the relation of 
cause and effect there is a sound psy- 
chological tie-up between them and it 
would seem to be the dissenter’s place to 
prove its irrelevance. 

(8) Following the thought expressed 
by President Coolidge, instalment selling 
appears to one who sees it from within 
as far safer than the old practice of 
“running up a bill at a store.” 

There is a definiteness and finality 
about an instalment obligation that 
makes for a much more immediate sense 
of responsibility than that which applies 
to an open account, and its mandatory 
character tends to emphasize the ur- 
gency of obligations in general and to 
impress the buyer with the value of his 
credit. It introduces him, often for the 
first time, to economic considerations 
that would otherwise escape his con- 
sciousness entirely, and if he is at all 
capable of education along these lines, 
should make him in all respects a more 
substantial economic unit and a more re- 
sponsible citizen. 

The writer has credited instalment 
sales with these outstanding benefits to 
society because the conditions listed as 
effects are obvious to all observers— 
written right into the records of the 
times—and because instalment selling 
must either work to these ends or to 
diametrically different ends. It must, by 
its very nature, induce either increased 


production, a greater spread of wealth 
and comfort, and a responsible class of 
credit buyers, or thriftlessness and de- 
moralization—and nothing is more out 
of line with contemporary facts than a 
general state of thriftlessness and demor- 
alization. Its possible good effects are 
in evidence. Its possible bad effects are 
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not. Therefore the case of its critics 
is built around theorizing as to what may 
happen rather than upon the facts which 
indicate what has happened to date. And 
it is with a certain irresponsibility in 
the language of some of its critics that 
its protagonists take particular issue at 
a time when sane and balanced judgment 
is essential if blind reformatory zeal is 
not to influence public thinking along 
highly dangerous lines. 

O. H. Cheney, in a widely pub- 
lished address before the Chamber of 
Commerce of the United States, has held 
up automobile financing as more or less 
of a horrible example to industries that 
are wavering on the brink of instalment 
ventures of their own. He refers to the 
status in this field as one of chaos and 
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speaks as if wildcat pracuces were not 
only general therein but gaining ground, 
whereas the precise opposite is the case. 


STABILIZING AUTOMOBILE FINANCING 


At the first outbreak of low rate-long 
term propositions the wiser heads in the 
industry (among the finance companies 
no less than among factories and deal- 
ers) took alarm, and their fight to hold 
the lines for stability has been so suc- 
cessfully waged that today all terms in- 
volving down payments of less than a 
third and notes in excess of twelve 
months are in general disfavor and their 
percentage of the industry’s total 
financing — never preponderant — is 
growing less continually. 

Much has been spoken and written on 
the subject within the industry and these 
self corrective u<tzvanc*s may have given 
Mr. Cheney the impression that things 
were going from bad to werse. In fact, 
however, this internal agitation was a 
symptom, not of disease, but of a healthy 
resistance to it. 

It is also unfair of Mr. Cheney to 
name a 4/4, per cent. loss ratio as if it 
were in any way an inaication of the 
average automobile experience instead of 
a figure published by the National As- 
sociation of Finance Companies to show 
the suicidal folly of wide open terms. 
No soundly managed automobile finance 
company has ever dreamed of offering 
the terms on which this ratio has been 
realized and the aggregate amount of 
such paper that has ever been negotiated 
by the industry would represent so small 
a fraction of its totai financing that 
figures would hardly express it. 

The only figures available that give a 
true picture of average credit experi- 
ence in automobile financing are those 
of the no-recourse companies, who as- 
sume the full liability themselves in- 
stead of dividing it with the dealer. The 
statement of one representative company 
of that class, shows that out of notes 
amounting to $37,634,174 collected dur- 
ing the preceding eleven months the 
volume of paper over sixty days past 


due totalled $64,979, while equities in 
repossessed cars on hand were $253,959, 
or, in combination, a delinquent item of 
$318,938—less than 1 per cent. of its 
turnover. And since past averages show 
that the ultimate shrinkage in such assets 
is but fractional it is obvious that this 
company’s credit experience indicates an 
exceptionally sound condition for any 
industry. The period covered by its re 
port was that in which the drift toward 
unsound terms was stronger than any 
other on record before or since, and in 
which the temptation to overstep con- 
servative lines was as compelling as it 
ever will be. 

It is worth mention also that the busi- 
ness which yielded this experience in- 
cluded both the new car and used car 
offerings of dealers in every well estab 
lished line and was obtained in some 
fifty or more different localities, so that 
the statement is as truly representative 
of average credit conditions as any set 
of figures could be. 


THE QUESTION OF THE RATE WAR 


As to the rate war which is also im- 
plied by Mr. Cheney—it is worth 
chronicling that the same company 
which furnished the credit illustration 
has raised its rate level appreciably with: 
in the last year and is now doing the 
largest volume of retail business in its 
history so that the rate factor would not 
seem to weigh so very heavily in the 
scheme of things. It is true that several 
factories, during the last twelve months, 
have offered to the public subsidized 
rates, i. e., finance charges of which the 
said factories defray a part themselves, 
and that, inasmuch as these do not re- 
flect the true financing cost, but penalize 
the cash buyer to attract the time buyer, 
they could not be met by non-subsidized 
companies, and have provided a strong 
incentive for the weaker independent 
companies to open up on terms, as a 
counter attraction to the dealer. The 
subsidy, in fact, has been the one really 
unsettling factor in the entire situation, 

[Continued on page 193] 
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SOME THOUGHTS ON OLD COINS 


By THEODORE J. VENN 


that the United States, whose Fed- 

eral coinage dates back only 132 
years, should possess so many more of 
the great numismatic rarities than any 
of the European nations whose metallic 
moneys have been in existence for many 
centuries. 

There are a number of reasons to ac- 
count for this. In the first place, the 
systematic collecting of coins in this coun- 
try is of rather recent origin when com- 
pared to the long numismatic record of 
Europe, consequently few of our earlier 
issues were preserved in choice condition. 
Another factor is that as soon as Ameri- 
can collecting assumed any proportions 
coins of all the years of issue were sought, 
whereas in Europe it was the custom to 
confine numismatic endeavor to the vari- 
ous lines of kings without especial regard 
to dates. This explains why the coins 
struck in years of small issue and those 
whose survivorship was limited quickly 
jump into the higher premium divisions. 

Then one must not lose sight of the 
many colonial issues which circulated 
here prior to the Revolutionary War, 
and the various state coins which were 
struck before the establishment of the 
Federal mint. All of these issues are 
much sought by advanced collectors and 
comparatively few are to be found in 
superior states of preservation. And 
last, but by no means least, there are the 
many historical reminders of our various 
gold fields—the privately struck coins of 
Georgia, North Carolina, California, 
Utah, Oregon and Colorado. Although 
these coins never received Governmental 
authorization, they circulated freely as 
money at a time when transportation 
was slow and cumbersome and there 
was urgent demand for a medium of ex- 
change to conduct business in the various 
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es is frequently expressed 


sections of the country where the pri- 
vate coinage was struck. The coinage of 
such private issues is now prohibited by 
Act of Congress. Many of the greatest 
rarities in the Americans are to be found 
in these early territorial gold issues. 

Herewith is presented a short treatise 
on a number of United States coins, in- 
dicating the numismatic value of the 
scarce and rare issues in the various series 
which have not been covered in the 
writer's previous articles in THE 
BANKERS MAGAZINE. 


UNITED STATES HALF EAGLES ESPECIALLY 
FAVORED 


United States half eagles are especial- 
ly favored by advanced collectors, prob- 
ably because there are so many great 
rarities in the series. The coins have 
been struck continuously from 1795 to 
the present time, with the exception of 
the years 1801, 1816, 1817, and since 
the suspension of gold coinage of this 
and the smaller denomination—the $2.50 
series—owing to the late war. 

Rarest of the $5 coins is the one bear- 
ing the 1822 date. No specimen of this 
coin has come upon the market for years 
and it would be mere guesswork to en- 
deavor to place a numismatic value upon 
it at the present time. Coin dealers offer 
$1500 for it, but its value is much in ex- 
cess of that figure. If one of these coins 
in choice condition were to find its way 
into a public auction it probably would 
break all records heretofore made by any 
coin. Next in rarity is the coin of 1798 
with the small eagle on reverse. For this 
dealers offer up to $500, but one of these 
coins brought $5250 in the Ten Eyck 
sale. The coin of the same date with the 
large eagle is not so valuable, although 
a scarce coin, dealers’ offers for this 
variety being about $19. 
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Third rarest in the series is the coin of 
1815. The highest dealer's quotation on 
this is $1000, but the exemplar in the 
Ten Eyck sale went at $2200 under the 
hammer. In the same sale the 1819 with 
large date brought $900; the 1828, $680; 
1797 with fifteen stars, $355; 1827, 
$365; 1832 with thirteen stars, $330; and 
the 1795 with sixteen stars about eagle’s 
head, $272.50. All of the $5 gold pieces 
from 1795 to 1833 are rare and command 
good premiums, as does also that of 1834 
with the motto “E Pluribus Unum” over 
eagle. The 1834 without the motto is 
quite a common coin. 

Coming lower down the list, there are 
also fair sized premiums on the Phil- 
adelphia mint coins of 1875, 1876, 1877 
and 1887, which bear no mint mark, 
and also on a number of the branch mint 
coinages from 1838 to 1861. These will 
be found principally in the Dahlonega 
and Charlotte issues, which are readily 
distinguished by the letters D and C. 
The San Francisco half eagle of 1854, 
which bears the letter S, also is a scarce 
coin, and so is the New Orleans piece 
of 1841. The latter can be readily recog- 
nized by the letter O. 


THE RARE SILVER DOLLARS 


Collectors of American coins always 
have exhibited a strong fancy for silver 
dollars, especially for the early issues. 
Silver dollars were first coined in 1794. 
There was a suspension of coinage of 
these pieces from 1805 to 1840, except 
that a few of the well known flying 
eagle dollars were struck in 1836, 1838 
and 1839. These flying eagle dollars 
were practically pattern pieces, there 
having been no Congressional authoriza- 
tion for their coinage, but a small number 
of them found their way into circulation. 
General coinage of dollars was resumed 
in 1840, but again suspended from 1874 
to 1877. From 1878 to 1904 the coinage 
again was continuous, but thenceforth 
there was again a discontinuation until 
1921, when resumption took place in 
the striking of the so-called “Peace dol- 


——— 


lar,” of which large numbers also were 
issued in the following year. 

The first of the series, the 1794 dollar, 
is a very rare coin and usually brings 
from $85 to $125 at public sale for 
specimens ranging from good to fine con- 
dition. In such states of preservation 
dealers freely offer $50 each for them. 
An uncirculated exemplar of this date 
probably would bring $500 or more in 
an auction sale. 

Most of the other dates of early issue 
from 1795 to 1803 inclusive range from 
scarce to rare and in good to very good 
condition generally bring from $4 to $7 
each at public sale. In fine to uncirculated 
states of preservation they naturally com- 
mand higher prices. Within recent 
years these early dollars have been 
showing quite a trend toward scarcity, 
especially the 1796, 1797 and 1801 dates. 

The 1804 dollar ranks with the ex- 
cessive rarities of the Americans. There 
probably are not above a half dozen of 
the first striking in existence. The 
specimen in the Manning sale, catalogued 
only as very good, brought $2500 at 
auction, while the coin has a record of 
$3500 in uncirculated condition. The 
exemplar offered in the Ten Eyck sale 
known as a restrike, went to the highest 
bidder at $840. 

The flying eagle dollars of 1836, 1838 
and 1839 are all rare coins and there 
are several varieties of each of the dates. 
In the Manning sale the dollar of 1836 
with the name Gobrecht (the designer) 
on base sold for $26, while the variety 
with Gobrecht below base brought $159. 
In the same sale the dollar of 1838 se- 
cured a high bid of $250, while in the 
Ten Eyck sale the coin of this date went 
under the hammer at $235. The 1839 
coin in Mr. Manning’s collection brought 
$67.50. All of these pieces were in 
proof condition. 

In the later division of silver dollars, 
the coins from 1840 down, the great 
rarities are the dates of 1851 and 1852, 
which in proof condition bring up to 
$100 each in public sales, and for which 
dealers offer from $30 to $40. Next in 
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rarity is the 1858 dollar, which sells 
at $35 to $50 at auction. In this “Liberty 
seated” series of dollars the coins from 
1852 to 1857 also command fair sized 
premiums, and there is a small one on all 
the coins struck between 1840 and 1873 
provided they are in uncirculated or 
proof condition. There also is a small 


premium on the proof coin of 1895, 
while the Lafayette dollar of 1900 is now 
bringing around $3.50 in public sales. 


THE OLD HALF CENT COINS 


Being the coin of smallest denomina- 
tion ever struck by the United States 
Government, the half cent always has 
appealed strongly to the American col- 
lector. These coins were first struck in 
1793 and their issue was discontinued in 
1857, but there were a number of years 
during this period in which coinage of 
the pieces was suspended. 

There are many rarities in the half 
cent series, chief of which is the coin 
of 1796, which also is one of the most 
valuable of United States copper coins. 
Some years ago one of these coins, de- 
scribed as a proof in the sale catalogue, 
brought $400. Dealers offer $15 to $20 
for any of the 1796 half cents which are 
in fair to good condition. 

Next in rarity are the coins of 1831, 
1836 and 1852, and the mintage from 
1840 to 1848, also the pieces of 1849 
bearing the small date. These coins bring 
all the way from $35 to $150 each, de- 
pending upon the dates and whether they 
are originals or restrikes. But few of 
any of these coins were struck and when 
offered are usually in proof or uncircu- 
lated condition. A number of counter- 
feits of all of these dates are in existence. 
They usually are copper films filled with 
lead, and some of them are very in- 
geniously put together. Upon close ex- 
amination, however, these counterfeits 
are readily detected. 

The coins of 1793, 1795, 1797, 1802 
and 1811 also are rare and secure large 
premiums when in the higher states of 
preservation, and fair ones provided they 
classify even as good. 


For all other dates of half cents deal- 
ers pay from 10 to 15 cents each if the 
coins are in very good or fine condition, 
but collectors naturally have to pay some- 
what in excess of this to secure the coins. 


CALIFORNIA $20 PRIVATE GOLD ISSUES 


There are a number of privately struck 
$20 gold pieces which were issued dur- 
ing California’s early mining days and 
which are now eagerly sought by ad- 
vanced collectors. 

Rarest of these are the 1851 issue of 
Baldwin & Co., for which $250 is of- 
fered by dealers, and the 1855 coin of 
Wass, Molitor & Co., which is sought 
by them at $90. The two Augustus 
Humbert pieces of 1852 are next in de- 
mand. The one bearing the inscription 
“884” is listed at $60, while the one 
inscribed “887” is catalogued at $40. 

The rest of the California $20 issues 
can be classified only as scarce and deal- 
ers rate them at $22 to $25 each. They 
are the Moffat & Co., coins of 1853, the 
two U. S. Assay Office pieces of 1853, 
one inscribed “900,” the other “884,” 
and the two Kellogg & Co. coins of 1854 
and 1855. 

It should be remembered that the 
prices given on these $20 coins are taken 
from the highest quotations in dealers’ 
buying catalogues. Numismatists natu- 
rally would have to pay considerably in 
excess of these figures to secure the coins. 


UNITED STATES DIMES 


Dimes were first coined in 1796 and 
they have been struck continuously since 
except in the years 1799, 1806, 1808, 
1810, 1812, 1813, 1815 to 1819, and in 
1826. They always have been one of the 
favorite issues among collectors, prob- 
ably because so many of them may still 
be picked up out of active circulation. 

The rarest dime is that of 1804, for 
which the latest dealers’ catalogue offers 
$25 provided the coin is in fine condition. 
The specimen offered in the Manning 
sale was listed only as very good and it 
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Otticers’ Quarters 
First Trust and Savings Bank 
Hammond, Indiana 


" 


| grad as important to the business of banking as 
the outward appearance is the interior arrange- 
ment of the modern bank. ‘The character and 
design of the banking rooms, the planning of the 
various departments and their efficient co-ordina- 
tion, the arrangement of counters, cages and 
officers’ spaces, and the construction and equip- 
ment of vaults, all are important factors requir- 
ing expert attention, guaranteed under Weary 
and Alford service. 


WEARY AND ALFORD COMPANY 


Bank and Office Buildings 
1923 Calumet Avenue, Chicago 



































BANKING AND COMMERCIAL LAW 


Effect of Indorsement Waiving Protest and Guaranteeing Payment. Richmond 
Guano Co. v. Walston, Supreme Court of North Carolina, 133 S. E. Rep. 196. 


to recover against the defendant as 

makers of a promissory note in this 
case depended upon the form of the 
payee’s indorsement; whether the in- 
dorsement was in such form as to trans- 
fer title to the plaintiff and make it a 
holder in due course, or whether it mere- 
ly amounted to a guaranty or assign- 
ment. 

The indorsement was in this form: 
“Demand, notice and protest waived; 
payment guaranteed by the under- 
signed,” with the payee’s signature be- 
neath. 

The court held that this was an in- 
dorsement in due course constituting the 
plaintiff a holder in due course. 

The note in question was signed by 
the defendant as maker and delivered to 
the payee corporation. The payee in- 
dorsed the note in the form described 
above and transferred it to the plaintiff 
company for value. 

In this action the defendant company’s 
defense was that there had been an 
agreement between it and the payee 
under which the payee was tv sell cer- 
tain cotton belonging t> the defendants 
and apply the proceeds to the payment 
of the note. Without authority, the 
payee sold the cotton and appropriated 
the proceeds to its own use. The plain- 
tiff's contention was that this defense 
was not available against it for the rea- 
son that the plaintiff was a holder for 
value without notice. This depended on 
whether the indorsement was in such 
form as to transfer title to the note and 
constitute the plaintiff a holder in due 
course, Or constitute a mere assignment 
of the note, making it subject to defenses 
in the hands of the plaintiff, and it was 


Te: right of the plaintiff company 


held, as stated, that the indorsement was 
an indorsement in regular course, with 
an enlarged liability and that the plaintiff 
was entitled to recover. 

A judgment in favor of the plaintiff 
company was accordingly affirmed. 

Action by the Richmond Guano Co. 
against H. H. Walston, Jr., and another. 
Judgment for plaintiff, and defendant 
appeals. No error. 


OPINION 


CLARKSON, J.—Plaintiff brought 
an action against the defendants, who 
gave a negotiable note February 23, 
1921, to Tomlinson Guano Co., due No- 
vember 1, 1921, with interest from Jan- 
uary 1, 1921; credit, $150, November 
22, 1921. Plaintiff claimed it was the 
owner in due course. As a defense to 
the note, defendants allege that they 
stored with Tomlinson Guano Co. or 
Tomlinson & Co., Inc., 79/2 bales of 
cotton upon certain terms to be sold and 
applied on the note. This was not recited 
in the note. They further allege that 
Tomlinson Guano Co. or Tomlinson & 
Co., Inc., were one and the same con- 
cern. Both are insolvent and have been 
adjudged bankrupts. The defendants 
further allege: 


“That without their knowledge, con- 
sent, and acquiescence the said 79'/2 
bales of cotton were sold and the pro- 
ceeds converted to the use of Tomlinson 
& Co., Inc., or Tomlinson Guano Co., 
and was not applied to the discharge 
of the notes to secure which the same 
were deposited.” 


The plaintiff's evidence was to the ef- 
fect that the note was purchased March 


175 














176 THE BANKERS MAGAZINE 





15, 1921, for full value, before maturity 
and without notice of any equities. 
We do not discuss the evidence intro- 
duced by defendants and that excluded 
by the court below tending to fix plain- 
tiff with notice so that defendants’ 
equities could be considered. We think 
the court below made no error in ex- 
cluding that to which exception was 
taken. We think the evidence on this 
aspect not sufficient to be submitted to 
the jury. We pass on what we consider 
the main assignment of error. 

The note, with all indorsements is as 
follows: 


“$6,000.00 Wilson, N. C., February 23, 

1921. 

“November 1, 1921, after date, we 
promise to pay to the order of Tomlin- 
son Guano Company, six thousand dol- 
lars at 6 per cent. interest from January 
1, 1921. Value received. 

“H. H. Walston, Jr. [Seal.] 
“Britton Harrell. [ Seal. ] 
“No. 82. 

“Demand, notice, and protest waived; 
payment guaranteed by the undersigned. 
“Tomlinson Guano Company, 

“N. L. Finch, Partner. 

“Pay to the order of: Tomlinson 
Guano Company, for collection and re- 
turn of proceeds to Powhatan Chemical 
Co., Richmond, Va. 

[This latter indorsement was stricken 
out, lines drawn through after it was 
recalled in February, 1922. ] 

“Cr. 11/22/21 by cash—$150.00.” 


The note is negotiable in form. De- 
fendants contend that the note was not 
negotiated in accordance with the law 
merchant or the Negotiable Instruments 
Law. The language on the note being 
“demand, notice, and protest waived; 
payment guaranteed by the under- 
signed,” the plaintiff contends it is an 
indorsement with an enlarged liability. 
The defendants contend the language 
only showed a guaranty and nothing 
more, and does not constitute commer- 
cial negotiation in due course. 

If the language makes plaintiff a hold- 


er in due course, it takes same free from 
equities and defenses which the maker 
has against the payee. The cases of 
Gillam v. Walker, 189 N. C. 189, 126 
S. E. 424, and Dillard v. Mercantile Co., 
190 N. C. 225, 129 S. E. 598, cite C. §. 
3044, on a different aspect. 

We can find no decision bearing on 
the question in this state. We must look 
elsewhere. The language, “payment 
guaranteed by the undersigned,” would 
indicate, as contended by defendants 
with much force, only a guaranty and 
not a commercial negotiation in due 
course. It is contended that especially 
is this true from the fact that the guaran- 
tor had cotton in its possession of de- 
fendants to sell, pledged to pay this note, 
which would further indicate that it 
would not, by the language, intend to 
make the note such a one, in due course, 
as to cut off the right of defendants to 
have the cotton, as agreed upon, applied 
on the note when sold according to the 
terms. This position is borne out to a 
great extent by Mr. Justice Strong in 
Trust Company v. National Bank 
(October term, 1879) 101 U. S. 68, 25 
L. Ed. 876. The gist of this opinion is: 

“The defenses of the maker of a 
promissory note can be cut off only by 
the payee’s indorsement of it before ma- 
turity. A guaranty written upon it by 
the payee is not such an indorsement.” 


The learned justice says, at page 70: 


“That a guaranty is not a negotiation 
of a bill or note as understood by the 
law merchant, is certain.” 

We have given this case thorough 
consideration, appreciating the hard- 
ship on defendants but, under our 
Negotiable Instruments Law and_ the 
great weight of authorities, we must 
hold that the writing on the nego- 
tiable note is an  indorsement in 
due course so far as to transfer to 
and vest title in the plaintiffs, and the 
guaranty is “an indorsement with an en- 
larged liability.” | Negotiable papers 
being so important to the life of trade, 
the decision of Mr. Justice Strong has 





not 


num 
grea 
Inst 
c. 58 


x 


Tr 


: , 
blan 
restt 

+ 

y 
eithe 
tiati 
stitu 
dors 
dors 
othe 
wor 
not 

C 


dors 








m 
er 
of 











THE BANKERS MAGAZINE 177 





not been to any extent followed, and 
numerous states of the nation have, to a 
great extent, passed uniform Negotiable 
Instruments Laws. In this state, C. S. 
c. 38 (1889) “Negotiable Instruments,” 
§ 3014, is as follows: 

“An indorsement may be either in 
blank or special, and it may also be either 
restrictive or qualified or conditional.” 

C. S. 3017: 

“An indorsement is restrictive which 
either (1) prohibits the further nego- 
tiation of the instrument; or (2) con- 
stitutes the indorsee the agent of the in- 
dorser; or (3) vests the title in the in- 
dorsee in trust for, or to the use of, some 
other person. But the mere absence of 
words implying power to negotiate does 
not make an indorsement restrictive.” 

C. S. 3018: Effect of restrictive in- 
dorsement; rights of indorsee. 

C. S. 3019: Qualified indorsement. 

C. S. 3020: Conditional indorsement. 

C. S. 3044: 

“A person placing his signature upon 
an instrument otherwise than as maker, 
drawer or acceptor is deemed to be an 
indorser, unless he clearly indicates by 
appropriate words his intention to be 
bound in some other capacity.” 


The language of these sections indi- 
cates that to make an indorsement, as in 
the present case, restrictive, some lan- 
guage must indicate it or the conse- 
quence is that the indorsement is with 
an enlarged liability. The weight of au- 
thorities, whether under Negotiable In- 
struments Laws or by the law merchant, 
take this view. 

The case of Ireland v. Floyd, 42 Okl. 
609, 142, P. 401, L. R. A. 1915C, 661, 
which followed the case in United States 
Supreme Court, was overruled in Man- 
gold v. Utterback, 54 Okl. 655, 160 P. 
713, L. R. A. 1917B, 368. Mathews, J., 
for a unanimous court, in overruling the 
Ireland Case, not only puts it on the 
better reasoning and greater weight of 
authority but also on Oklahoma statute 
(section 4113, Laws 1910), which is the 
exact language of C. S. 3044, supra. The 


court says, at page 661, (160 P. 175): 

“It will be observed from section 4113 
that the tendency of the law, when the 
status of a party who places his name 
upon the back of a negotiable instru- 
ment is under consideration, is to re- 
solve all doubtful cases toward holding 
the same to be a commercial indorsement 
in due course. This rule is founded 
upon commercial necessity. The un- 
shackled circulation of negotiable notes 
is a matter of great importance. The 
different forms of commercial instru- 
ments take the place of money. To re- 
quire each assignee, before accepting 
them, to inquire into and investigate 
every circumstance bearing upon the 
original execution and to take cog- 
nizance of all the equities between the 
original parties, would utterly destroy 
their commercial value and seriously im- 
pede business transactions.” 


This decision was rendered January 
11, 1916. 

In Douglass v. Brown, 56 Okl. 6, 155 
P. 887, rendered February 29, 1916, the 
facts were as in Mangold v. Utterback, 
supra. The transfer and execution of 
the note, it will be noted, took place 
prior to the taking effect of the Nego- 
tiable Instruments Act (1910). The 
unanimous court held the note was sub- 
ject to equities and defenses and cites 
the Ireland Case. 

In First National Bank v. Cummings, 
69 Okl. 216, 171, P. 862, L. R. A. 
1918D, 1099, decided March 26, 1918, 
the principle in the Mangold case, supra, 
was afirmed, and Ireland v. Floyd, 
supra, overruled, the court going back to 
McNary v. Farmers’ National Bank, 33 
Okl. 1, 124 P. 286, 41 L. R. A. (N. S.) 
1009, Ann. Cas. 1914B, 248, rendered 
May 14, 1912, which held the writing 
constituted an indorsement with an en- 
larged liability. 

In Delk v. City National Bank, 85 
Okl. 238, 205 P. 753, Bank v. Cummings 
is approved, and it is stated that the 
Ireland Case, supra, was overruled by 
Bank v. Cummings. After various and 
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sundry changes, Oklahoma held that the 
indorsement is an enlarged liability. 

Lumpkin, J., in a well thought out 
opinion, with numerous authorities, in 
Hendrix v. Bauhard, 138 Ga., 473, 75 
S. E. 588, 43 L. R. A. (N. S.) 1028, 
Ann. Cas. 1913D, 688, held: 

“Where the payees in a promissory 
note payable to order wrote on the back 
of it the words, ‘For value received, we 
hereby warrant the makers of this note 
financially good on execution,’ and 
signed their names after such entry, and 
negotiated and delivered the note for 
value, such indorsement was sufficient to 
transfer title to the nuve; and if made 
before maturity to a bona fide purchaser 
for value, without notice of any defense, 
he would be protected from any defenses 
which the maker might have, except 
those expressly allowed by statute.” 

Lowry National Bank v. Maddox 
(1908) 4 Ga. App. 329, 61 S. E. 296, an 
early decision, is not wholly in accord 
with the Hendrix Case. Reliance in that 
case is placed upon Central Trust Com- 
pany v. First National Bank, 101 U. S. 
68, 25 L. Ed. 876, supra. This case is 
disapproved in the Hendrix Case. 

The Massachusetts cases seem to be in 
conflict on the question. 

“The fact that an indorsement in- 
cludes a guaranty or is in form a guar- 
anty does not prevent the passing of 
title; such a writing, according to the 
weight of authority, amounts to an in- 
dorsement which transfers title to the 
note.” 21 A. L. R. 1375; digesting the 
cases, Ann. Cas. 1913D, 088; 36 L. R. 
A. 23 

1 Joyce on Commercial Papers (2d 
Ed.) § 666, says: 

“The determination of the question 
whether equities and defenses between 
original parties are available against a 
bona fide holder in case of contract of 
guaranty must rest largely upon the 
construction placed upon that contract in 
the different jurisdictions, and where it is 
determined that a payee or holder, who 

writes above his indorsement of nego- 


to 


—_ 


tiable paper a guaranty of payment, 
stands in the position of an indorser 
with an enlarged liability, such a trans. 
fer constitutes an indorsement of the 
paper.” 

Brannan’s Negotiable Instruments 
Law, Anno. (14th Ed.) 1926, § 38, p. 
323, says: 

“Where the payee of a negotiable note 
indorses it, ‘I hereby guarantee the pay- 
ment of the within note and waive de: 
mand and notice of protest,’ he is liable 
not as a mere guarantor, but as an in- 
dorser with an enlarged liability. The 
N. I. L. (Negotiable Instruments Law) 
was not cited on this point. First Na- 
tional Bank v. Baldwin, 100 Neb. 25, 
158, N. W. 371. See other cases under 
sections 21, 34, 63.” 

The decisions years ago on this im- 
portant question were chaotic. In more 
recent years, and especially since the pas 
sage among the states over the nation of 
the Negotiable Instruments Law to make 
the laws more uniform, the decisions are 
more in accord, and the great wealth hold 
that the indorsement, as in the present 
case, “Demand, notice, and _ protest 
waived; payment guaranteed by the un- 
dersigned,” is an indorsement with an 
enlarged liability. The language makes 
the holder one in due course, and the 
instrument is taken free from equities 
and defenses which the maker has 
against the payee. The great importance 
in commerce and trade has forced uni- 
form legislation in regard to negotiable 
instruments, and the courts have now, 
with few exceptions, held that the hold- 
er, under the facts in the present case, 1s 
one in due course with enlarged liability. 

The Illinois act adds: 

“And the addition of words of assign: 
ment or guaranty shall not negative the 
additional effect of the signature as an 
indorsement unless otherwise expressly 
stated.” Cahill’s Rev. St. Ill. 1925, c. 
98, par. 51; Chance v. Hudson, 233 Ill. 
App. 542. 


Dunham v. Peterson, 5 N. D. 414, 67 
[Continued on page 195] 
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MAKING THE CREDIT INVESTIGATION 


By M. E. RoBerTson 


made by a New York bank is usual- 

ly made for one of four reasons. 
1. It is made by the bank because the 
bank has the account of the party being 
checked. Such an investigation is gen- 
erally termed a revision. 2. It is made 
because of the purchase by the bank 
of the company’s commercial paper of- 
fering. 3. It is made because the bank 
has received an inquiry from one of its 
customers, and therefore endeavors to 
obtain information. 4. This fourth rea- 
son is more correctly a group of miscel- 
laneous reasons. The bank may have dis- 
counted some of the company’s notes or 
trade acceptances for another of its cus- 
tomers, or it may be purchasing its bills 
in the foreign department. Perhaps some 
may wonder why there have not been in- 
cluded investigations for new business 
purposes, that is investigations made of 
companies whose business the bank is 
contemplating soliciting. The high type 
banks do not make a pracuice of investi- 
gating through their regular credit in- 
vestigators such new business proposi- 
tions, and do not endeavor to convey the 
impression that they are credit investiga- 
tions arising from another source than 
new business. The higher type banks do 
not approach other banks of account on 
a proposition without frankly stating the 
reason for their inquiry. It is more fre- 
quent to use special men for new busi- 
ness work, and to have them simply make 
trade investigations, obtain agency re- 
ports and go only to sources for informa- 
tion which are not in direct competition 
to their own motive. 

In the investigating work therefore, 
we have work for selves and work for 
others (or service). One is as important 
as the other, and a proper investigation 
requires a person of reasonable intelli- 


Ts credit investigation such as 


gence, at least fair personality, business 
knowledge, common sense and courtesy 
to make it. You cannot formulate a set 
of rules or questions for a person lacking 
in the above qualifications, send them out 
and expect that they will render an in- 
telligent report. This might not be as 
generally true in some other cities, but in 
New York practically all investigating 
by banks is done by means of an in- 
vestigator making a personal call on each 
party given as a reference in New York. 
If the investigator has not the proper 
qualifications he will fail to make the 
right impression and the party giving in- 
formation will hold batk untess he has 
unusual good will toward the bank which 
the investigator represents. It requires 
a considerable amount of ume to develop 
a good investigator. 


SOURCES OF INFORMATION 


Some investigations require, of course, 
less work than others. It depends upon 
the reason prompting the inquiry. A re- 
vision of account, or a commercial paper 
check requires more work than the check- 
ing up on a trade acceptance offered by 
a customer for discount. The depth of 
the investigation is therefore guided by 
the reason prompting the inquiry. Ona 
revision or a commercial paper, 1t would 
perhaps serve in the ordinary instance 
to obtain information from the following 
sources : 

Banks of account. 

Broker handling paper. 

Trade selling the company. 

Competitor or two of the company. 

These inquiries are the work of the 
investigator. He calls on all New York 
trade houses and bank accounts as well 

as brokers, and writes all out of town 
people. He also endeavors, on com- 
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panies of national reputation, to see a 
competitor or two in New York and 
in the case of investigations of commer- 
cial paper names to obtain an outside 
opinion of a paper buying bank. In 
calling on the bank of account, he en- 
deavors in usual cases to obtain informa- 
tion along the following lines: 

How long the account has been with 
the bank. 

What line of credit extended. On 
what basis. 

Is the company a steady borrower. 

What amount is owing. 

What sort of balances are maintained. 

Opinion of the management. 

Time and result of last investigation. 

Last statement and synopsis of current 
position. 

Recent advice from company as to 
progress. 

Opinion of the risk. 

The above, of course, is a group of 
stock questions, of which, in the strict 
sense of the word, many are superfluous 
in many ways, because one short sentence 
to the inquiring investigator on the part 
of the bank inquired of, would answer 
practically the question prompting the 
investigation, which is, * Is the company 
good or bad?” If the bank said, “We 
grant them a line of $200,000,” does 
that not express the bank’s opinion of 
the risk? It implies that the account is 
properly conducted, that the investiga- 
tion resulted satisfactorily, that the man- 
agement in the bank’s opinion is good 
and indicates their opinion of the risk. 
One able man with one of the trade 
houses in New York having surplus 
funds for investment buys paper. He is 
considered an authority on the class of 
names which he purchases and many 
paper buying or paper checking New 
York banks, desire his opinion. He does 
not state the amount purchased, the re- 
sult of any investigation, how he feels 
about management, how the business end 
of his own company sells them or the 
way payments are made in any words 
other than “We buy it” or “We do not 
buy it.” Once the writer heard a credit 


manager give a bank investigator a story 
on a name somewhat as follows: “We 
have had the account a number of years 
and give them a line of $500,000 straight 
paper. They owe us $500,000 today, 
but were out of our debt for two months 
until last week, when they came on for 
their full line. Our checkings have al- 
ways resulted favorably, their statements 
show up well in our opinion and we 
buy the paper for our correspondents.” 
The investigator thinking that he should 
ask some question or feeling that he was 
not doing the job said: “What do you 
think of the management?” The credit 
manager replied, “Rotten, that’s why we 
give them $500,000,” and turning went 
about his work. This investigator, 


despite the information given him, was 
not content to put on his hat and go 
without asking at least one question. 


INTERVIEWING BANKS 


Present day methods used by banks 
in giving out information by means of a 
clerk in the credit department, whose 
duty it is to answer verbal inquiries, do 
not permit of interviewing the officer 
handling the account and obtaining his 
frank opinion. The investigator there- 
fore sets about to obtain a lot of statis 
tical information which he can write up 
and turn over to his seniors for analysis 
along with other data. By this I mean; 
bank lines, form, steadiness of borrow- 
ing, balances, investigation results, 
opinion of management, recent advice 
from the company. Then he sets about 
to obtain what seems to be the bank’s 
actual opinion from this junior clerk who 
gains his idea from whatever may be 
written in the credit file. Also this 
junior clerk has his position to guard 
and many times will not speak frankly, 
fearing that he may give out some in 
formation in the file which may come 
back to his senior and for which he may 
have to answer. These reasons indicate 
why the investigator must use common 
sense, have a certain amount of per’ 
sonality. His personality is just as im- 

[Continued on page 203] 
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PAYING THE PIPER 


By RICHARD W. SAUNDERS 


origin, simply meant that a man 

must pay for what he gets. While 
a certain number of people seem to be 
able to evade doing this to a greater or 
less extent, the whole industrial structure 
is based upon the principle that men will 
pay their just debts. 

That it is sometimes difficult to tell 
when a debt is a “just” one or not is one 
reason why our court calendars are 
crowded with cases. Thousands are 
suing other thousands for what they con- 
sider a just cause and the other thousands 
are resisting because they claim it is not 
a just cause. It is equivalent to saying 
“We would pay the piper but we don’t 
owe the piper anything” or “We don’t 
owe him as much as he says we do.” 
The increased growth of arbitration in 
the settlement of disputes is certainly a 
favorable sign and its application every- 
where to be commended. There are few 
questions that cannot be quickly and 
properly settled by the disputants getting 
together around the same table especially 
if an intelligent unbiased arbiter is 
present 

The expression has, however, come to 
possess a somewhat different meaning 
and to now carry with it a sort of retri- 
bution for some real or fancied unfair 
advantage in achieving success. People 
with such a mental slant—and there are 
many, more than generally supposed— 
look with envious eyes at their neighbor's 
success and then fall back on the so- 
called philosophical view that in the end 
something is going to befall the apparent- 
ly happy possessor. The great law of 
compensation, they affect to believe, is 
coming along in due time to chastise the 
successful and punish him for being a 
success. 

When one does take advantage of an 
illegal or immoral situation to become 
wealthy, there is or should be, no par- 
ticular sympathy should the offender 
meet with misfortune. It is a hard 
enough struggle, playing fair, to make 


ik old saying probably in its 


progress. The error, of course, is in as- 
suming that because a person has 
achieved success, he must have done it by 
unfair methods. It is openly stated and 
rarely contradicted, that no man can 
“honestly” acquire more than a mod- 
erate fortune. An analysis of the for- 
tunes of the country will quickly dispel 
this fallacy. The great majority are 
honestly acquired and. without the 
honesty never would have been amassed. 

Like all maxims however, which arise 
from the mass conception of life and its 
experiences, there is a large amount of 
truth in the thought that badly gained 
wealth does not stay with its possessors, 
or give them happiness. Wealth, how- 
ever acquired, has a tendency to become 
dispersed and studies have been made 
of wealthy families tending to show that 
it lasts in a family but a few generations, 
as a rule. 

The matter becomes more important 
as one realizes that wealth being always 
a matter of interest to the many, its 
holders are bound to be under contin- 
uous observation and their actions used 
as examples, good or bad. In applying 
the maxim therefore, one must differen- 
tiate between those who have properly 
obtained wealth and those who have not, 
and furthermore, must also consider 
those who properly administer it and 
those who do not. 

Again the expression “Paying the 
Piper” has been used to describe those 
who dance and sing when they should be 
preparing for their life’s work and lay- 
ing up store for the future. Far be it 
that anyone should object to honest and 
healthy happiness. The world needs 
every particle of it and without it life 
would be unendurable. “Work hard 
when you work and play hard when you 
play” appears to be the motto these 
strenuous days. And it might be added 
“Don’t play when you should be work- 
ing and don’t work when you should be 
playing.” 
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MORAL DISARMAMENT 


[Continued from page 154] 


which the world has been so long accus- 
tomed. 

An economic conference, rightly or- 
ganized and participated in by the proper 
sort of men, could help in finding a way 
to reduce international trade friction 
and to remove, or at least to lessen, those 
barriers—artificial and useless in many 
cases—which are a serious hindrance to 
the restoration of economic prosperity 
throughout the world. 

An honest search for peace implies, 
first of all, that we shall try to remove 
the removable causes of war. When we 
have done this, and proved the success 
of our efforts, we may safely dispense 
with large navies and armies, 

Who is bold enough to say that na- 
tional safety can be put in jeopardy by 
disarming before then? 


TO HONOR GALLATIN 


resolution are carried out, a statue 

in honor of Albert Gallatin will be 
erected, by an association organized for 
the purpose, the monument to be placed 
at the north end of the United States 
Treasury in Washington. It will be a 
fitting complement to the fine statue of 
Hamilton at the other end of the 
Treasury. 

These two men are among the most 
distinguished among the long list of 
names connected with the post of Secre- 
tary of the Treasury. Hamilton's work 
has made him conspicuous, not alone be- 
cause of the remarkable ability he dis- 
played, but for the reason that he was 
called on to provide funds for carrying 
on the new Government at its inception 
and to devise means of establishing and 
utilizing the national credit. His in- 
sistence on the assumption of the state 
debts by the Federal Government, and 
his assistance in establishing the first Bank 
of the United States, were enough to 
give him a high reputation as a financier. 


|: plans approved in a recent Senate 


Gallatin, like Hamilton, was a for- 
eigner, having been born in Switzerland, 
but politically the two men differed. 
They both favored a Bank of the United 
States, however. Gallatin was called 
on to finance the War of 1812, a task 
rendered more difficult and costly by the 
failure of Congress to recharter the 
Bank of the United States. But Gallatin 
successfully opposed the plan of leading 
members of his party to issue Govern- 
ment notes to circulate as money 

Gallatin has the distinction of the 
longest service on record as Secretary of 
the Treasury—from 1801 to 1814. He 
was a member of the Pennsylvania 
Legislature, and for a brief period Unit- 
ed States Senator, a position he was 
forced to relinquish on account of not 
having been a citizen of the United 
States for a sufficient period prior to 
his election. He also served as a member 
of the House of Representatives. On 
leaving the Treasury he became one of 
the commissioners engaged in negotiating 
the Treaty of Ghent, was later appoint- 
ed Minister to France, and then to Eng- 
land. His closing years were passed in 
New York, where he engaged in banking. 
His death occurred in 1849. 

The writings of Gallatin on banking 
and currency have justly held a high 
reputation. His theoretical knowledge 
was supplemented by long and success- 
ful experience as a financial administra- 
tor and as a banker. The proposal to 
honor him with a statue at the Treasury 
is a fitting recognition of his distin- 
guished services to the country of his 
adoption. 

It may be of contemporary interest 
to recall that while a resident of Penn- 
sylvania, during the “Whiskey Insurrec- 
tion,” Gallatin sympathized with those 
who opposed the excise; but he was 
against the employment of violence. 

His foreign ancestry recalls an anec- 
dote in which his name figures. One day, 
in the United States Senate, a Senator 
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from Pennsylvania made a remark dis: 
pleasing to the late Senator John J. 
Ingalls of Kansas, which drew from him 
the following retort: “Mr. President, 
Pennsylvania has produced just two great 
men—-Benjamin Franklin or Massachu- 
setts and Albert Gallatin of Switzer- 
land.” 

Of course, had the brilliant Kansan 
lived until now he might have been will- 
ing to make some additions to the names 
of distinguished Pennsylvanians. Meas- 
ured by their ability to spend money 
in a political campaign, they are certain- 
ly not to be classed as insignificant. 


MR. DEL MAR’S DEATH 


N the death of Alexander Del Mar 
financial literature loses from its liv- 
ing roll one of its well-known names. 

Mr. Del Mar was not a banker nor a 
financier. He was by profession a mining 


engineer. But he had a special predilec- 
tion for the study of monetary history, 
and his investigations and contributions 
did much to augment the stores of in- 
formation on that subject. Besides he 
was the organizer and director of the 
Bureau of Commerce, Navigation, Emi- 
gration and Statistics, which furnished 
the nucleus of the present Department of 
Commerce. He was also an editor of 
magazines and encyclopedias, and the 
author of numerous works on monetary 
history, the precious metats, etc. His 
death occurred at the ripe age of 90 
years, and until very late in life he 
showed a keen interest in those subjects 
which had been his favorites in earlier 
years. His learning covered a wide range 
of topics, and made him a writer and 
conversationalist of rare powers and 
great charm. Mr. Del Mar was an oc 
casional and valued contributor to the 
pages of THE BANKERS MAGAZINE. 


HOW SHOULD A BANK USE ITS FUNDS 


[Continued from page 158] 


Management ranges from good to bad, 
depending largely on the foresight of 
the manager. There is no clear-cut dis- 
tinction between safe paper and paper 
that may become temporarily and rela- 
tively unsafe, due to unforeseen contin- 
gencies. Inventories may fall in value, 
thus changing anticipated profits into 
losses, and safe paper intu frozen assets. 
What test should a bank apply to an 
applicant in view of these facts. In “The 
Uses of Bank Funds” the writer has 
stated the answer as follows: “The equity 
of the borrowing owners should be sufh- 
ciently large to absorb any decrease in 
value of assets that may be incurred per- 
manently. Temporary fall in values due 
to business cycle conditions is usually 
much greater than the average loss or 
permanent fall in the value of assets. 
Owner's equity should be sufficient to 
absorb the average loss or permanent fall 
in values of the assets, while funds may 
be borrowed for the excess temporary fall 





in values or lack of liquidity, until the 
values and owner's equity rise again.” 

Banks take risks, suffer losses on loans 
and securities, and attempt to charge 
rates of interest that will cover all such 
hazards. Judgment must be and is exer’ 
cised in the selection of borrowing risks 
so as to keep a proper balance between 
such hazards and interest rates. But if a 
bank has a borrower who has a record for 
safe and sane management ,and this bor- 
rower finds himself, along with others of 
his class, region, or industry, in an un 
favorable financial condition, due merely 
to circumstances which were hardly fore- 
seeable, what policy should the bank fol- 
low toward such a borrower? When the 
borrower's equity thus slips away, shall 
the bank then regard the paper unsafe, 
and force the liquidation of the loan at 
maturity? 

It has come to be a well recognize 
policy of banks to carry well managed 
firms over such emergencies. But if a 
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bank happens to be in a region where 
cyclical conditions have been generally 
and extraordinarily harsh with borrow- 
ers, the bank itself may need help. It is 
just here that the shiftability theory 
comes in. Such a bank will be obliged 
to shift earning assets to other institu- 
tions in exchange for cash or some other 
liquid asset. 

If such a bank is to be helped by other 
institutions, it must have earning assets 
that those institutions will accept. What 
will they accept? A glance at a bank 
balance sheet or portfolio will show 
bonds of all kinds, commercial paper, 
security loans, and many other kinds of 
loans. While at different stages of the 
business cycle some kinds of earning 
assets are more acceptable than at others, 
in general it may be said that a bank 
will accept from another the kinds of 
earning assets that are customarily dealt 
in in that particular locality, territory, 
or region. 

Banks have all kinds of earning assets 
because, with the growing complexity of 
modern life, funds are borrowed for 
many purposes and loans are evidenced 
by many kinds of paper—short-time and 
long-time. Even if a bank has a small 
proportion of safe paper that corre- 
spondent banks do not customarily 
handle, such a bank will find itself safe 
if it has a sufficient proportion of assets 
that customarily may be shifted to other 
institutions. 

A bank is expected to serve the busi- 
ness needs of the region in which it 
operates. The business needs vary from 
region to region and from trade to trade. 
The length of productive or commercial 
process varies with various industries. 
The cycle of production is different in 
farming from what it is in candy manu- 
facturing, and the maturity of paper 
may well vary with the production 
process or turnover. The paper may 
well be suited to the peculiar needs of 
the region in question. Uniform ma- 
turity for all paper is impractical and 
wrong im principle. Business demands 
call for long maturities as well as short 
Paper of long maturity is- 


maturities. 


sued by sound and well managed con- 
cerns is as desirable as paper of short 
maturity, as large holdings of bonds 
show. The practices of correspondent 
banks are coming to recognize this 
principle. 


THE HAZARDS OF LONG-TIME LOANS 
EXAGGERATED 


While there may be more hazard inci- 
dent to long-time paper than short-time 
paper, just because more events may 
come to pass in a long time than in a 
short time, yet this increased hazard may 
be balanced by a higher rate of interest 
on long-time paper. It is also true that 
if the long-time paper is issued when the 
well managed firm is in a crisis, the 
longer time will give greater opportunity 
to increase the owner's equity before the 
loan matures. Whether or not the long: 
time paper is more hazardous than short- 
time paper depends mainty on factors 
other than the length of time involved 
before the maturity of the paper. Bonds 
are not necessarily less safe nor less 
desirable than short-time paper just be- 
cause they have long maturities. One- 
year paper is not necessarily less safe 
nor less desirable than thirty-day paper. 
Maturities can be adjusted to the needs 
and conveniences of borrowers.* 

The revisions of our banking system 
during the past decade and more recog: 
nize this principle, and encourage the 
easy and free flow of funds for agricul: 
tural and live stock purposes as well as 
for commercial purposes. The rural 
credit legislation and the Federal Reserve 
System both provide funds for longer 
maturities than formerly, thus recogniz’ 
ing the need for adapting the paper to 
the productive process or turnover. In 
the crisis of 1920-21, the length of ma- 
turities of bills held by reserve banks 
was materially increased. The holdings 
of agricultural bills were materially in- 
creased. The orthodox theory of bank- 
ing arose in England at a time when 
bank funds were used mainly in com- 


*Assuming no legal restrictions on ma- 
turities. 
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merce. Trade in the United States has 
been less important than the building up 
of agriculture, transportation, and man- 
ufacturing. Funds are needed for fixed 
capital as well as for working capital, 
and, as just pointed out, working capital 
needs vary from trade to trade and from 
region to region. 


QUALITY OF LOAN MORE IMPORTANT 
THAN MATURITY 


Care is exercised by banks more in 
surveying the quality of management and 
margins of equity and safety than in 
seeing that paper conforms to a uniform 
and artificial standard of maturity. This 
scrutiny of banks goes further than a 
study of financial statements of borrow 
ers. Banks are studying operating state- 
ments and budgets, and are giving expert 
industrial advice to clients, all with the 
purpose of improving management and 
decreasing the hazards of loans. Ameri- 
can banks have gone a long way toward 
becoming like the great banks of Ger- 
many in taking an active interest in the 
operations of business. The aid of their 
industrial departments and the thorough 
scrutiny of operations which banks now 
give to borrowers have made the matur- 
ity of paper less and less important in 
lending. As long as a bank holds paper 
of well managed concerns it can depend 
on other banks and other institutions for 
assistance in an unexpected crisis. In 
fact, it is the primary function even of 
the reserve banks to bear the credit shock 
of well managed banks in a crisis. 

While not all paper is eligible for re- 
discount at the reserve banks, a well 
managed bank that holds paper of well 
managed firms will be able to secure re- 
serve funds either directly or indirectly. 
It is now a well known fact that banks, 
although they may not obtain general 
security loans from reserve banks, may 
secure funds from reserve banks on 
eligible paper and use other funds for 
security loans. The experience of the 
banks in England and the United States 
with security loans would seem to war- 
rant a wider use of security loans in the 
reserve banking system. For the first 


few years of the operation of the reserve 
system most of the active reserve bank 
funds were placed directly in securities 
or security loans, and another part was 
placed indirectly in security loans. Float- 
ing securities has come to be a “commer- 
cial” and legitimate enterprise, and prob- 
ably some of the present restrictions 
placed on reserve banks, by making the 
flow of funds less flexible, had better be 
removed. Even if the reserve banks 
were given the power to rediscount se- 
curity loans, there would probably be no 
rush of the banks to rediscount. Cer- 
tainly for two or three years past it 
would seem that member banks have not 
overtaxed the reserve banks with eligible 
paper, although such paper may be taken 
to the reserve banks in almost unlimited 
amounts. Probably it would be safe and 
desirable to extend this right to security 
loans, other than Government securities. 
The flexibility of the credit system would 
be enhanced if this were done. 

Changing bank practices in the United 
States are putting the orthodox theory 
of the commercial bank to the test. In 
every panic the orthodox theory has 
failed in the test, and the crisis became 
a panic because the orthodox theory was 
thought to be the sound one. In the 
crisis of 1920-21 there was no panic 
because bankers had come in practice to 
believe in the shiftability theory. Even 
greater flexibility would be obtained by 
a fuller acceptance of this principle. 
Frank recognition of this principle is in 
order, and attention should be centered 
on the strategic principles of banking 
rather than on uniform and obsolete 
notions. 


IN PLACE OF THE ORTHODOX THEORY 


Banking is changing; banking is evo- 
lutionary; banking institutions have 
come to be much broader in function 
than a century ago when the orthodox 
theory was formulated. Banks are veri- 
table “department stores” in the field of 
credit and finance. Many of their prac- 
tices seem strange when measured by 
the orthodox theory. No doubt a care- 
ful scrutiny should be given to the newer 
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practices of banks. In all this scrutiny 
many newer practices would probably 
prove unsound, but the _ shiftability 
theory has won recognition. Some real 
questions regarding paper should be: 
Are the funds for a useful purpose? 
Does the borrower have the proper pro- 
portion of working and fixed capital? 
Does the borrower have a sufficient in- 
come and equity in the business? Is this 
the kind of paper other banks wish to 
hold? Such questions as these may well 
give place to the demand for short ma- 


turities. More emphasis should be placed 
on the length of trade processes, mar- 
gins of equity and safety, and the qual- 
ity of management. More thought 
should be given to the fact that no bank 
can stand alone, that risks must be united 
as in insurance, that a bank must have on 
hand sufficient paper that other banks 
customarily handle. Safe earning assets 
may be shifted to other institutions in a 
crisis, and many banks may support the 
bank in distress, and thus indirectly 
bear the unforeseen risks of enterprise 


CAPITALISM OR WHAT ? 


[Continued from page 161] 


system admit that “we may find our- 
selves, in fact, if we abolish wage slavery, 
worse off than we are now.” (“National 
Guilds,” by S$. G. Hobson and A. R. 
Orage, p. 113.) And yet in spite of this 
candid acknowledgement, these enthus- 
iasts invite mankind, at a time when it 


is still suffering from the poverty and 
dislocation consequent on a great inter- 
national cataclysm, to gamble with its 


livelihood by making an _ experiment 
which by their own admission, may make 
it “worse off.” 

If the economic position under capi- 
talism were desperate, there might be 
some excuse for putting forward such 
admittedly desperate remedies. But 
happily, as we all know, it is very far 
from being so. Amazing progress has 
been made in improving the material 
standard of life, in the century or so 
that has elapsed since capitalism, in the 
sense in which the word is now usually 
used, has been fully developed. It was 
admitted above that the free choice ex- 
ercised by individuals in consuming 
sometimes leads to the production of bad 
articles; but these vulgarities are merely 
a fringe and a frilling. In quality and 
variety of food and clothing, in comfort 
and sanitation in housing, in cheapening 
literature and information and facilities 
for travel and amusement, and all ma- 
terial things that make life possible and 


worth having, capitalism has enormously 
bettered the lot of man. Terrible poverty 
still exists in our midst and is a blot on 
our civilization; but to cure the poverty 
of a small minority by lowering the 
standard of the whole community and 
adopting a system under which economic 
progress would almost certainly be re- 
tarded, seems to be taking hold of the 
problem at the wrong end of the stick. 


THE CONTRIBUTIONS OF CAPITALISM 


And even the lot of the destitute has 
been alleviated by the greater wealth and 
more sensitive conscience of the com- 
munity under capitalism. For the prog- 
ress that it has brought with it has not, 
as is so often contended, been diverted 
to the benefit of a small class. It has 
been diffused throughout society and 
is likely to be still more so, now that 
employers are beginning to recognize 
that prosperous working classes, with 
high wages in their pockets, are the best 
markets for mass production. But even 
in England where conventions and relics 
of feudalism long held back the prosper- 
ity of the manual workers, the wealth 
created by capitalism was showered 
over the whole community, during the 
century before the war. Sir Josiah 
Stamp, the well known authority on 
statistical investigations, states in his 


work on “Wealth and Taxable Ca- 
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pacity” (p. 94) that “the ordinary per- 
son of today is four times as well off in 
real commodities as the person in the 
corresponding stage in the scale in the 
beginning of the Nineteenth Century.” 
He lays stress on the fact that the in- 
crease in wealth has been “evenly shared 
by all classes of the population.” 

So much has capitalism done for us, 
in spite of wars and strikes and other 


foolish obstructions and interruptions. If 
only we had the sense to work together, 
to make something better of it, instead 
of trying to reform it by overturning 
it in favor of experiments which might 
admittedly make us “worse off,” its 
power to increase our material comfort, 
to say nothing of moral and spiritual 
progress, in the century that is coming, 
is quite incalculable. 


THE FUTURE OF THE GAS INDUSTRY 


[Continued from page 166} 


favorable rate and service conditions, the 
advantages of gas are so pronounced that 
its use as an industrial fuel may easily 
take the lead over all its other uses. 


DEVELOPMENT IN HOUSE HEATING 


One of the most outstanding recent de- 
velopments is in the field of house heat- 
ing. Wherever gas men meet it is one 
of the principal topics of discussion. The 
trade magazines are full of it. The 
public is showing keen interest and in- 
quiries are coming in from all sides. One 
does not need to look very far ahead to 
see gas for house heating a large factor 
in the plans of every gas company. A 
sufficient number of installations have al- 
ready been made to warrant the belief 
that the public will welcome this new 
application as rapidly as it can be made 
economically available. 

Expert authority says that in the 
average household furnace a ton of raw 
coal yields about 12,000,000 heat units, 
while the same quantity burned in a 
modern gas plant would produce at least 
20,000,000 heat units ready for effective 
work; and in addition valuable by- 
products would be saved which now go 
up in smoke through countless chimneys. 

When one attempts to visualize the 
thousands of residence and apartment 
house furnaces in the City of New York, 
for instance, many of them in the hands 
of unskilful operators, each furnace sup- 
plied from a separate coal pile stored on 


the premises, each requiring to be looked 
after several times a day, one begins to 
get some idea of the enormous waste of 
fuel and of human energy involved in 
operating all of these installations as in- 
dependent units, including the expense 
and inconvenience of handling and stor- 
ing the coal and removing the ashes, with 
the resultant dirt and dust that injures 
rugs, furniture and draperies and is cer- 
tainly not conducive to health or bodily 
comfort. 

When one contrasts this with the same 
number of installations using gas as fuel, 
supplied from a central station and, 
therefore, not subject to ordinary stop- 
pages and interruptions nor to wide 
fluctuations in price, absolutely clean and 
free from dirt, dust, smoke, soot and 
ashes, needing no space for storage, re 
quiring little attention and no labor, with 
temperatures automatically maintained 
at any desired point night and day, one 
gets some measure of the potential value 
of gas as a conserver of human and ma- 
terial resources and realizes that the in 
dustry’s slogan, “You can do it better 
with gas,” is no empty phrase. 

Here is a vision of the future 
whether of the near or of the distant 
future depends upon factors that cannot 
now be precisely evaluated. At any 
rate, measurable progress has already 
been made toward its fulfillment, and its 
complete realization should present no 
greater difficulties than were encountered 
at similar stages by other services and 








facil: 
of o 


spec 
the | 
like 

lasti 
unle 
sum: 
the 

larg 
expe 


sible 
load 
and 
Inv 
whi 
to n 
alre 
that 
of | 
com 
situ 
and 


ficu 








her, 
ead 
‘ing 
ght 


ort, 
‘ual 
ing, 


ked 
» to 


of 


in- 
nse 
‘or: 
ith 
ires 
er’ 


lily 


me 
el, 
nd, 
op: 





Boston 


Investment Securities 





Kidder, Peabody & Co. 


Founded in 1865 
Providence 


Government Bonds 


Letters of Credit 


We issue confirmed Circular and Commercial Letters of Credit in £ on 


BARING BROTHERS & CO., Ltd. 
LONDON 


and their correspondents throughout the world; also Letters of Credit in $ on 


THE KIDDER PEABODY ACCEPTANCE CORPORATION 
BOSTON or NEW YORK 


New York 


Foreign Exchange 











facilities which are now commonplaces 
of our everyday life. 

One “fly in the ointment” with re- 
spect to the house heating business, from 
the gas company standpoint, is that, un- 
like the industrial business, it is seasonal, 
lasting but a few months a year, and 
unless balanced by an equal amount of 
summer load, a considerable portion of 
the manufacturing plant will be idle a 
large part of the year. However, as it is 
expected that the house heating load will 
be taken on gradually it should be pos- 
sible to build up a corresponding summer 
load and in this way level off the peaks 
and fill up the valleys of the load curve. 
In water heating and in gas refrigeration, 
which latter is just coming to the fore— 
to mention but two possibilities—there is 
already promise of a summer business 
that will tend to equalize the winter load 
of house heating by the time that be- 
comes of substantial proportions. The 
situation is a challenge to the enterprise 
and initiative of the industry which may 
be rclied upon to cope with any dif- 
ficulty. 


Enough has been said, the writer 
thinks, to show that that ancient buga- 
boo, the so-called “saturation point,” 
holds no immediate threat to the indus- 
try as a whole. 


THE QUESTION OF RATES 


Before gas can reach the point of 
fullest utilization, however, it must be 
freed of certain legislative restrictions 
that still hamper it in some places. For 
example, the old “flat” rate, established 
years ago when gas was used for but one 
purpose—lighting—served well enough 
as long as this condition prevailed, but it 
acts as a brake upon the development of 
the service along economic lines under 
present-day conditions of diversified use. 
Yet it still remains imbedded in some of 
our statutes. It should be eliminated, 
and gas companies, under proper super- 
vision of public authority—that is, the 
public service commissions of the various 
states—should be permitted to adopt 
rate schedules that are sufficiently flexible 
to allow an equitable allocation of charges 

191 








Broadway at 73rd Street 
125th St. at Eighth Ave. 





UNITED STATES 
MORTGAGE & TRUST COMPANY 


Chartered 1871 


Complete service for Trust Companies, 
Banks, Bankers and Corporations 


Inquiries invited 


Main Office: 55 Cedar Street 


Branches : 


NEW YORK 


Madison Avenue at 74th St. 
Lexington Avenue at 47th St. 








among the several classes of consumers, 
so that one class will not be penalized 
or favored as compared with another, 
but each will have a rate that encour- 
ages the maximum use of the service. 
The extension of gas into the industrial 
and commercial field, into house heating 
and other large installations, makes 
scientific rate structures of paramount 
importance; for it is generally recognized 
that one way to lower costs in any in- 
dustry is through economies effected by 
large-scale production. 

The same is true of standards of qual- 
ity. These, like the approval and fixing 
of rate’, should be left to the state com- 
missions, created for this purpose. Arbi- 
trary interference of the legislature, 
ignoring and overriding its own agent, 
the public service commission, is unjus- 
tifiable and invariably gives rise to long: 
drawn-out and costly litigation—costly to 
company and public alike—and is 
inimical to progress for it consumes the 
energies of officials and employes who 
should be more usefully engaged. What- 
ever the outcome of such litigation, one 
fact can hardly be disputed: Legislatures 
192 


have neither the time nor the facilities 
to deal adequately with such intricate 
and technical problems as utility rates 
and service standards. Serious as these 
drawbacks are as affecting the interests 
of individual companies, however, they 
have only a minor bearing on the future 
of the industry at large, for they will 
undoubtedly give way in time to a fairer 
and more enlightened policy based upon 
considerations of the general welfare and 
sound economic principles. To hasten 
this consummation is one of the prime 
objectives of the industry. 

Although the writer has done no more 
in this brief survey than touch upon 
some of the channels through which gas 
is finding new and enlarged outlets, he 
has made it clear, he hopes, that the 
industry is in the full tide of strength and 
vigor and that its future rests upon firm 
and secure foundations. It is better or- 
ganized than ever before, is alive to its 
opportunities, is animated by the spirit 
of service, and is striving to put itself 
in position where it can lighten the bur- 
dens of future generations even more 
than it has those of the past. 
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INSTALMENT FACTS REFUTE INSTALMENT 
FANCIES 


{Continued from page 170] 


but has been so vigorously opposed by 
the dealers that it is no longer in favor 
anywhere and bids fair to pass from the 
scene altogether when its unsoundness is 
generally recognized. It was adopted, 
of course, as a sales stimulant, but has 
been conspicuously disappointing in that 
respect. Only one of the subsidizing fac- 
tories has gained materially in its pro- 
portion of the industry's production, and 
several have lost, while on the other hand 
notable advances have been scored by 
manufacturers who do not subsidize. In 
the meantime the well managed inde- 
pendent company has been able to carry 
on at normally profitable rates, and even, 
here and there, to increase its proportion 
of the business, which has further dem- 
onstrated the unavailing nature of 
specious rates as a buying incentive. This 
evil, too, is therefore curing itself from 
within and cannot be pointed to as a 
symptom of demoralization but merely 
as a passing phase in a generally sound 
process of evolution. 


THE PITFALLS OF INSTALMENT SELLING 


Let no one imagine, however, that be- 
cause instalment selling looks sound 
from within it has no pitfalls or limita- 
tions. Like every other credit plan it 
is only safe because it is kept so, and the 
process of surrounding it with proper 
safeguards is both laborious and costly. 
In the automotive field, for example, 
where losses, in round figures, average 
some $2.22 per car financed it costs an 
average of $28.78 to keep them within 
such trivial limits—and the omission of 
any of the operations involved in that 
cost will inevitably reflect itself in a 
disproportionate increase of the loss 
ratio. Any effort to expand its field 
without recognition of sound credit 
principles will be disastrous. Any af- 
tempt to skimp its protective procedure 
within its present field will end in grief. 
It is a highly specialized business and if 


not made safe can be exceedingly unsafe. 
It does not lend itself logically to mer- 
chandise of no enduring value and no 
ready resale market. Automobile financ- 
ing is safest among cars that combine 
great durability with an active demand. 
It would be impossible with a car of 
only one year’s life or one with no de- 
pendable resale value. It is impossible 


today on used cars so old as to come 
within the latter category. 

The same principle must apply in 
other lines if instalment selling is not 
to get us into trouble. 


MERCHANDISE MUST BE LIQUID 
COLLATERAL 


The merchandise itself must be liquid 
collateral. The buyer's original equity 
must be sufficient to give him a proper 
incentive to pay out. The balance must 
be in such proportions as will stimulate 
the buyer’s incentive toward ultimate 
ownership and decrease the seller's 
equity at a much more rapid rate than 
the market depreciation of the property. 
The period of the transaction must be 
limited to the reasonable period of orig- 
inal service of the merchandise, i. e., its 
period of service without parts renewal 
or repair. When it runs beyond this 
the maintenance cost may absorb the 
sums required to meet unpaid instal- 
ments. 

Using the motor vehicle as an illus- 
tration once more—terms exceeding 
twelve months are unsound for all these 
reasons and one of their chiefest hazards 
is the repair bill that so often stares the 
buyer in the face after the first year’s 
use. Often the buyer of this class can 
pay for the car or for the repairs but 
not for both and without repairs the 
car is not worth owning, so perforce he 
lets it go. 

These considerations underlie all safe 
use of the instalment method. Apply 
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them and back them up by proper credit 
selection and alert collection methods 
and you do the world a service, if we 
may judge from the eftects to date of 
‘instalment sales on American industry. 
Disregard them or apply them with hap- 
hazard methods of selection and control 


and you enact an economic crime. The 
present agitation has value in so far as 
it focuses our thought on the indispen- 
sability of these factors. If it leads to 
any hasty conclusions, adverse to instal- 
ment sales as such, it will do incalculable 
harm. 


SOME THOUGHTS ON OLD COINS 


[Continued from page 173] 


brought $20.25 at auction. An uncircu- 
lated coin of this date, of course, would 
sell at a much higher figure. 

Next in rarity are the dimes of 1797, 
1800, 1801 and 1802, for which $5 each 
is offered for fine coins, while the 1798 
and 1803 are listed at $3.50 and the 
1796 and 1822 at $2.50 each. The 1805 
dime is appraised at $1 and that of 
1807 at $1.50. For the 1809 date $2 is 
offered and for the 1811 and 1846 the 
quotation is 75 cents each. It is espress- 
ly stipulated, however, that the coins 
must be in fine condition. There are 
also small premiums on all other dimes 
down to 1829, and also on the 1879, 
1880 and 1881 issues provided they are 
in uncirculated or proof condition. 

There always is a small premium on 
all proof coins and in the dime series all 
such coins from 1858 to i881 are grow- 
ing increasingly hard to secure. This 
also is the case with a number of other 
dates which have so far not been allotted 
space in dealers’ buying lists. From all 
indications it appears that the dimes from 
1830 to 1837 and the Philadelphia mint- 
age from 1863 to 1867, provided the 
coins are in fine to uncirculated condi- 
tion, will shortly have to be advanced to 
the premium division to enable dealers 


to replenish their stocks. 

Within the last few years there has 
been a considerable growth in the ranks 
of United States coin collectors and as a 
natural result numismatists find it in- 
creasingly difficult to secure the earlier 
issues. In addition to this, many col- 
lectors are now specializing in coins 
which have passed the century mark, 
thus making greater inroads on the issues 
struck prior to 1830. This has been 
particularly noticeable in the absense of 
many of the early dates in the silver half 
dime, dime, quarter dollar, half dollar 
and dollar series in most of the public 
coin sales held during the last year. 

The tendency toward growing scarcity 
of the early silver issues is probably best 
demonstrated in the case of the half dol- 
lar of 1794. A few years ago this coin 
could be readily purchased in very good 
condition, for about $4.50. The same 
coin, in a similar state of preservation, 
when now offered at auction, usually 
falls to bids of $12 to $15. In finer con- 
ditions it naturally brings more. A sim 
ilar advance is also shown by some of the 
dimes and half dimes struck prior to 
1800. Quarters minted before 1830 have 
also been affected, although to a lesser 
degree. 
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BANKING AND COMMERCIAL LAW 


[Continued from page 178] 


N. W. 293, 36 L.R. A. 232, 57 Am. St. 
Rep. 556, holds that, when the payee of 
a negotiable promissory note transfers it 
by indorsing thereon a guaranty of pay- 
ment, the purchaser is an indorsee, with- 
in the rule protecting an innocent pur- 
chaser of such paper for value, and be- 
fore maturity, against defenses good be- 
tween the original parties. Full authori- 
ties are cited in the opinion. 

The indorsement is an enlarged lia- 
ability. This is now held to be so by the 
great weight of authorities, both by the 
law merchant and the Negotiable Instru- 
ments Law. The indorsements in some 
cases are, “I hereby guarantee the pay- 
ment of the within note,” and others 
are as in the present case, with the ad- 
dition, “demand, notice, and protest 
waived; payment guaranteed by the un- 
dersigned.” Myrick v. Hasey (1847) 27 
Me. 9, 46 Am. Dec. 588; Robinson v. 
Lair (1870) 31 Iowa, 9;, Kellogg v. 
Douglas County Bank (1897) 58 Kan. 


43, 48 P. 587, 62 Am. St. Rep. 596; 
Helmer v. Commercial National Bank 
(1890) 28 Neb. 474, 44 N. W. 482: 
Bank of Woodstock v. Kent, 15 N. H. 
579; National Exchange Bank v. Mc- 
Elfish Clay Mfg. Co., 48 W. Va. 406, 
37 S. E. 541; First National Bank v. 
Shaw (1909) 157 Mich. 192, 121 N. W. 
809, 133 Am. St. Rep. 342; Elgin City 
Banking Company v. Zelch (1894) 57 
Minn. 487, 59 N. W. 544; Mullen v. 
Jones, 102 Minn. 72, 112 N. W. 1048. 
The states that now hold that the in- 
dorsement passes title free from de- 
fenses, are Georgia, Iowa, Maine, Michi- 
gan, Minnesota, Nebraska, North Da- 
kota, Oklahoma, Oregon, and many 
others. 

The reason of the conflict and chaos 
we think perhaps the question by the 
law merchant made the matter doubtful 
although the weight of authorities does 
not so indicate; but, under our Nego- 
tiable Instruments Act, we think it clear 


195 




















International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


First among American Investment Trusts 


Resources over $15,600,000 
Send for 


“Five Years of Growth and Progress” 


The International Securities Trust of America has recently 
completed its fifth year of successful operation (1921-1926). 
In order to visualize the many phases of its daily investment 
activity this pioneer American investment trust offers to its 
thousands of shareholders, as well as to the general public, this 
attractively illustrated booklet featuring the most striking 
factors in its growth and progress. 


Send for Booklet 5-BM-22 


American Founders Trust 


A MASSACHUSETTS TRUST 


FISCAL AGENT 





First National Bldg. 
Boston 





50 Pine Street 
New York 





























that the indorsement carried the title and 
the holder was one in due course with 
an enlarged liability. 

For the reasons given, there is no 
error. 


DRAWER DISCHARGED BY 
DELAY IN PRESENTMENT 
OF CHECK 


Northern Lumber Co. v. Clausen, 
Supreme Court of Iowa, 208 
N. W. Rep. 72. 


The holder of a check is under an 
obligation to present it to the drawee 
bank for payment within a reasonable 
time. His failure to comply with this 
obligation will discharge the drawer from 
liability on the check in the event that 
the drawer is in any way damaged by 
the delay. The insolvency and closing 
of the drawee bank before the check is 
presented is about the only thing that 
can happen in this regard to cause a 
loss to the drawer. When this occurs, 
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the drawer will be relieved from liability, 
whereas, if the check had been presented 
promptly, the drawer would have re- 
mained liable. 

Where the person to whom a check is 
delivered is in the same town in which 
the drawee bank is located, the law re- 
quires that he present the check for 
payment not later than the day after it 
is received by him. 

In the present case, the defendant de- 
livered a check to the plaintiff, which 
check was drawn on a bank at Esther- 
ville, Iowa, the town in which the plain 
tiff was located. Instead of presenting 
the check to the drawee for payment, the 
plaintiff forwarded it to a bank in Min- 
neapolis. The bank on which the check 
was drawn failed four days after the 
check was delivered to the plaintiff and 
the check was returned protested. It 
was held that the check had not been 
presented within a reasonable time and 
that the drawer was discharged from li 
ability. 

Action to foreclose a mechanic’s lien. 
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On trial, the district court refused the 
prayer of plaintiff's petition and dis- 
missed the same. Plaintiff appeals. Af- 


firmed. 


OPINION 


ALBERT, J.—Appellant is a cor- 
poration, with its principal place of busi- 
ness at Estherville, Iowa, engaging in the 
sale of lumber and building materials. 
It has a local yard at Gruver, Iowa, a 
small town seven miles distant from 
Estherville. 

In the spring of 1923 appellee 
Clausen bought lumber and _ building 
material from appellant under contract, 
the bill for which amounted to approxi- 
mately $3125. Various payments were 
made on the account, and July 24, 1923, 
appellee executed and delivered to ap- 
pellant his check for $600, drawn on 
the Estherville State Bank of Estherville, 
Iowa. This check was delivered to one 
Anderson, the agent of appellant at 
Gruver, who, on the same day, trans- 
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mitted it to the general office at Esther- 
ville. This check was not then presented 
to the Estherville State Bank for pay- 
ment, but, on the same day, was forward- 
ed by appellant to the First National 
Bank of Minneapolis. It reached the 
Minneapolis bank on July 25, on which 
date the Minneapolis bank mailed it to 
the Estherville State Bank. The record 
is silent as to the time said check reached 
the Estherville State Bank. It is stipu- 
lated that the Estherville State Bank 
closed its doors on July 28, and was 
taken over at that time by the state bank- 
ing department. The $600 check was 
protested and returned by the state 
bank examiner to the First National 
Bank of Minneapolis. It is also stipulated 
that at the time said check was drawn, 
and at all times thereafter, Clausen had 
on deposit, in the Estherville State Bank, 
a sum much in excess of the amount 
called for by said check. The Minne- 
apolis bank returned the check to the 
appellant at Estherville. 
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At the time the $600 check was de- 
livered, appellant credited Clausen’s ac- 
count with that amount, but said check 
was not charged back to Clausen when 
it was protested. On August 1, 1923, 
Clausen gave appellant a check for $500, 
and on August 6 following he gave 
another check for $500. Appellant dis- 
posed of these two checks by deducting 
$600 therefrom, to take up the old 
check, and crediting Clausen’s account 
with the remaining $400. It is out of 
this transaction that the differences be- 
tween these parties arise. The balance 
of the account has been paid in full. 

The first question raised in the case 
necessitates a reference to the pleadings. 
Appellant filed a mechanic's lien, and 
in this action seeks to foreclose the same. 
It alleges a balance due of $586.35. The 
appellee answers, denying the indebted- 
ness, and alleges that he delivered to the 
appellant, to apply on this account, two 
. checks for $500 each, and that for said 
checks he received credit on his account 
for only $400. He says that, therefore, 
his account is paid in full and asks that 
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appellant’s petition be dismissed. No 
reply was filed by appellant to the an- 
swer of appellee. The claim of appellant 
is that it had an oral understanding with 
appellee that these two checks, amount: 
ing to $1000, were to be applied exactly 
as it did apply them; to wit, $600 to 
take up the protested check, and $400 on 
account. It further contends that, even 
if there were no such oral agreement, it 
had the right, under the law, to make 
application as it saw fit, so long as it 
received no direction whatever from the 
debtor as to the application to be made 
of the payments. 

Both sides argued the question of 
waiver and estoppel and confession and 
avoidance, and the question of whether 
or not the affirmative allegations of the 
appellee’s answer should have had a 
reply in the nature of a confession and 
avoidance or a plea of waiver and 
estoppel on behalf of the appellant be- 
fore he would be entitled to make either 
of the above claims. We do not deem 
this question of very material importance 
in the determination of this case. Boiled 
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down, appellant’s claim is that appellee 
owed the sum of approximately $600. 
The appellee says that he paid this 
amount in the check for $600 above re- 
ferred to. The burden of proof is on 
the appellant, in this instance, to prove 
his clam unpaid, and he is entitled to 
meet any evidence of appellee proving 
payment by any evidence available which 
shows nonpayment. Therefore, when 
appellee tendered his evidence showing 
payment by these two $500 checks, the 
burden still rests on the appellant, and 
he has the right to introduce any evi- 
dence which will sustain his burden of 
proving the account unpaid. We are, 
therefore, of the opinion that appellant 
had the right to show that, even though 
this money was paid to him, such pay- 
ment was not made to apply on the 
account in controversy, and that there- 
fore no reply was necessary. 

As to testimony regarding an agree- 
ment that the protested $600 check was 
to be paid by deducting that amount 
from the two checks making the $1000 
payment, the evidence is in hopeless con- 
flict. It is our opinion that appellant has 
not sustained his burder of showing said 
agreement, and, therefore, must fail on 
the claimed agreement. 

It is the claim of appellee that the 
balance of said account has in fact been 
paid by the $600 check above referred 
to. He bottoms this contention on the 
proposition that, having issued the check 
on July 24, 1923, on the Estherville 
Bank, at Estherville, Iowa, the principal 
place of business of appellant, if appel- 
lant had presented said check for pay- 
ment at the Estherville bank within a 
reasonable time after receipt of same, it 
would have been paid in full; but the 
bank on which the check was drawn was 
closed and the check dishonored through 
the negligence of appellant, and the loss 
caused thereby is, therefore, on appel- 
lant. In other words, if the check had 
been presented to the Estherville bank 
the day it was received, or the day there- 
after, the evidence shows it would have 
been paid in full. Instead of so pre- 
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senting it, appellant forwarded the 
check to the First National Bank at 
Minneapolis, some 200 miles distant, 
and, so far as the record shows, it was 
not in fact presented to the Estherville 
bank until after it had closed its doors. 

Section 9647, Code of 1924, which is 
identical with section 3060a186, Supp. 
1913, reads: 

“A check must be presented for pay- 
ment within a reasonable time after its 
issue, or the drawer will be discharged 
from liability thereon to the extent of 
the loss caused by the delay.” 

The question therefore is, what is a 
reasonable time for the presentation of a 
check under the above section of the 
statute? and, secondly, as applied to this 
case, was this check presented within a 
reasonable time after its issuance? If not 
so presented, then the drawer is released 
from liability, and he would be entitled 
to charge the same against the appellant, 
or, in other words, to have it credited 
to his account, regardless of whether ap- 
pellant received the proceeds of the 
check. Forwarding a check by a cir- 
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cuitous route may, as a general rule, be 
said to constitute negligence, except 
where the check reaches its destination as 
soon as if sent direct to the bank. Brady’s 
Law of Bank Checks, p. 101, § 74; 8 
Corpus Juris, 543, § 754; Savings Bank 
v. Moodie, 110 N. W. 29, 113 N. W. 
476, 135 Iowa, 685. It may be said in 
passing that we are not dealing with the 
question of the indorser of a check in 
the instant case. 

It is a well settled proposition of law 
that, where a person receives a check in 
the town where the drawee bank is lo 
cated, it must be presented before the 
close of the next business day. Brady's 
Law of Bank Checks, p. 98, § 72; 8 Cor 
pus Juris, §§ 753, 754. Ordinarily the 
question of whether presentation of a 
check has been made within a reasonable 
time is a fact question. This case being 
in equity, and triable de novo here, by 
application of the above rules governing 
such matters, we are abundantly satisfied 
that said check was not presented within 
a reasonable time, as provided for by the 
above-quoted section of the Negotiable 
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Instruments Law. This being true, the 
loss which occurred must fall upon the 
appellant. The loss having fallen on ap- 
pellant, the $600 balance due on account, 
represented by said check is paid; there- 
fore, there would be no right on the part 
of appellant to take the $600 out of the 
$1000 to offset the $600 check. The rul- 
ing of the district court in dismissing the 
appellant’s petition was right. 
Affirmed. 


PAYMENT OF CHECK DRAWN 
TO THE ORDER OF TWO 
PERSONS 


Dewey v. Metropolitan Life Insurance 
Co., Supreme Judicial Court 
of Massachusetts, 152 
N. E. Rep. 82. 


Where a check is payable to the order 
of two persons jointly, it may be dis- 
charged by payment on the part of the 
drawee bank to one of the payees, pro- 
vided the bank pays without notice of 


any lack of authority on the part of the 
person receiving payment. 

The Negotiable Instruments Law pro- 
vides that “where an instrument is pay- 
able to the order of two or more payees 
or indorsees, who are not partners, all 
must indorse unless the one indorsing 
has authority to indorse for the others.” 
It is held, however, that this provision 
refers to the transfer of an instrument 
and has no application to the effect of a 
payment to one of several payees. 

In the present case, a check signed 
by the defendant company, representing 
the proceeds of insurance policies, was 
payable to the order of John F. Ryan 
and Mary Dewey, the latter being the 
plaintiff in the case. 

Ryan cashed the check and it was col- 
lected from the drawee bank. At the 
time when it was cashed, it bore his in- 
dorsement and the indorsement of Mary 
Dewey by mark. The plaintiff denied 
the genuineness of her indorsement and 
the jury. found that she did not indorse 
the check. Apparently, there was no 
finding as to whether she had authorized 
Ryan to indorse for her. 
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The plaintiff brought this action 
against the drawee bank to recover the 
amount which represented her interest 
in the proceeds of the check. In ac- 
cordance with the rules stated, it was 
held that the defendant bank was not 
liable. Notwithstanding this decision, it 
would seem to be a proper precaution 
on the part of a drawee bank, in paying 
a check drawn to the order of two per- 
sons jointly, to make sure that the check 
is indorsed by each payee and that each 
indorsement is made by the proper 
payee or by his authority. 

Action by Mary Dewey against the 
Metropolitan Life Insurance Company. 


On report, after directed verdict for de- 
fendant. Judgment on verdict. 


OPINION 


PIERCE, J.—This is an action of con- 
tract upon a check drawn by the de- 
fendant upon the Metropolitan Bank of 
New York, dated November 24, 1914, 
payable to the order of John F. Ryan 


and Mary Dewey, for the sum of 
$768.98 “in full of all claims and de- 
mands under” two industrial insurance 
policies on the life of Ellen Dewey, the 
mother of the plaintiff. At the close of 
the testimony, on the motion of the de- 
fendant the judge directed a verdict for 
the defendant, and, subject to the plain- 
tiff’s exception, the jury returned a ver- 
dict for the defendant. 

“It was thereupon agreed by the 
parties that * * * [the judge] should 
report the case to the Supreme Judicial 
Court and that if that court should be 
of opinion that the direction of a ver- 
dict for the defendant was wrong, the 
verdict should be set aside and judg- 
ment entered for the piaintiff for the 
sum of $593.98, with interest thereon at 
6 per cent., per annum from September 
23, 1915, and costs, and if that court 
should be of opinion that the direction 
of a verdict for the defendant was right, 
there should be judgment on the ver- 
dict.” 

The pertinent facts in support of the 


plaintiff's case are as follows: In 1892, 
and again in 1894, the plaintiff took out 
a policy of industrial insurance on the 
life of Ellen Dewey, her mother, in the 
defendant ‘company, “with no named 
beneficiary but payable to a blood rela- 
tive or other lawful beneficiary.” The 
policies contained the provision that “the 
policies and all premium receipt books 
must be surrendered before payment 
claimed.” From the several dates when 
the policies issued until the insured died, 
in November, 1914, all premiums were 
paid to the defendant’s agent by the 
plaintiff directly or through one Timothy 
Ryan or his son, John F. Ryan. There 
was an arrangement between the Ryans 
and the plaintiff whereby the Ryans held 
the policies for safe-keeping, paying the 
defendant company the premiums regu- 
larly each week and the plaintiff reim- 
bursing the Ryans for all expenditures 
made in her behalf. John F. Ryan of- 
ficiated as undertaker at the funeral of 
Ellen Dewey, and the plaintiff made an 
oral agreement to pay him the sum of 
$175 for the expense of the funeral upon 
the receipt by the plaintiff of the de- 
fendant’s check for the amount due on 
the policies. At the same time the plain- 
tiff authorized Ryan “to instruct the de- 
fendant company, through its local of- 
fice, to make out its check to the plain- 
tiff and said John F. Ryan jointly,” and 
the said John F. Ryan was to call at the 
defendant’s Holyoke office to get the 
check when it should come and bring it 
to her at her home so that the two 
payees could go together to a bank and 
cash it, and out of the proceeds Ryan 
was to get the said sum of $175 and the 
plaintiff the balance. “It was agreed 
that the said check was issued in pay’ 
ment of claims under the above men: 
tioned policies and that the plaintiff au- 
thorized the making of the check to 
herself and Ryan jointly, and its delivery 
to Ryan.” It further appeared in evi 
dence that Ryan received the check about 
the time of its date and cashed it at the 
Union Trust Company in Springfield, 
Massachusetts, on March 23, 1915; that 
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when deposited it bore on its back the 
name of John F. Ryan as indorser, and 
the name of Mary Dewey, by mark, as 
indorser. The genuineness of the signa- 
ture of the name of Mary Dewey by 
mark was denied by the plaintiff, and 
the jury found that she did not indorse 
the check. 

A check is a bill of exchange drawn 
ona bank. G. L.c. 107, § 208. As such 
it is a negotiable instrument. G. L. c. 
107, § 23. The rule deducible from 
the cases is that a payment of a bill at 
maturity, in full, by the acceptor or 
other party liable, to a person having a 
legal title in himself, and having the 
custody and possession of the bill ready 
to surrender, and if the party paying has 
no notice of any defect of title or au- 
thority to receive, the payment will be 
good. 


“* * * Faith is given to the holder, 
mainly on the ground of his possession 
of the bill, ready to be surrendered or 
delivered, and the actual surrender and 
delivery of it upon the payment or trans- 
fer.” Shaw, C. J., in Wheeler v. Guild, 
20 Pick. 545, at 553, 32 Am. Dec. 231. 


It is a general principle that one of 
several joint obligees may discharge an 
entire claim by the receipt of payment 
of such claim (Allen v. South Penn. Oil 
Co., 72 W. Va. 155. 77 S. E. 905; Pier- 
sons v. Hooker, 3 Johns. [N. Y.] 68, 70, 
3 Am. Dec. 467), and that a bill or note 
payable to two or more persons jointly 


may be made to either of them and the 
debt be thereby extinguished. Park v. 
Parker, 216 Mass. 405, 103 N. E. 936; 
Bruce v. Bonney, 12 Gray, 107, 111, 71 
Am. Dec. 739; Wright v. Ware, 58 Ga. 
150, 152; 30 Cyc., and cases cited under 
note 24. 

The provisions of G. L. c. 107, § 64, 
that, “where an instrument is payable to 
the order of two or more payees or in- 
dorsees who are not partners, all must 
indorse, unless the one indorsing has au- 
thority to indorse for the others,” is but 
a statement of the common law as it was 
understood in this commonwealth before 
the passage of the Negotiable Instru- 
ments Law (St. 1898, c. 533, § 41; Smith 
v. Whiting, 9 Mass. 334), and has no 
application to the effect of a payment to 
one of several joint obligees or payees. 

It follows that, by the payment to 
Ryan, by the bank, of the full amount 
called for by the check, it was discharged 
and canceled; and that the contractual 
rights of the insurance company, which 
were created by the delivery of the check 
to the authorized agent of the plaintiff, 
were extinguished on the delivery of the 
check to the bank, when it cashed it 
without notice of any limitation on the 
right of Ryan to receive the proceeds 
of it. 

The direction of a verdict for the de- 
fendant was right, and judgment is to be 
entered on the verdict, in accordance 
with the agreement of parties. 

Judgment for defendant. 


MAKING THE CREDIT INVESTIGATION 


[Continued from page 180] 


portant to him in making friends with 
these junior clerks, as it is in interview- 
ing big men. In interviewing a bank, 
the investigator must think fast, watch 
for slips and after answering a shrewd 
question should be ready to come back 
in a quick courteous way with one of 
his own equally as shrewd. He has to 
do his thinking when interviewing his 


* 
a 


man and not think up questions ‘he 
should have asked when the interview is 
all over. 


GETTING INFORMATION FROM THE 
BROKER 


With regard to the broker information 
obtained is chiefly statistical, along the 
foitowing lines: 
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Copies of statement for past three 
years. 

Operating figures. 

Form of offering. 

Worth of indorsers, if indorsed. 

Maximum and minimum outstandings 
for past two years and time of same. 

Amount out today. 

Trade selling the company. 

Recent advice of company’s progress. 

Details of any statement item not 
clear. 

Banks buying the paper in large 
amounts. 

These of course, are also stock and it 
is up to the investigator to raise common 
sense questions as they occur to him. 


INTERVIEWING TRADE SELLING THE 
COMPANY 


In interviewing trade selling the com- 
pany the following stock questions are 
given: 

How long have you been selling them? 

What is the highest credit? 

What limit have you set? 


On what terms do you sell? 

On what basis do they pay? 

What do they owe today? 

Is anything past due/ 

Do they live up to contracts? 

Do you have trouble with them over 
merchandise? 

Are you acquainted with the manage- 
ment and what is your impression of 
them as merchants? 


INTERVIEWING COMPETITORS 


As to the competitor, it is usually 
difficult to get him to talk. The points 
to endeavor to cover are: 

Opinion of product. 

Merchandising polictes. 

Future of product. 

Management of company. 

In the case of obtaining an outside 
opinion on paper names, the questions 
asked of a bank are much the same as a 
bank of account, except you are interest- 
ed in the amount of paper purchased and 
how recently rather than amount of line, 
balances and steadiness of borrowings. 


BUSINESS HOLDING UP DESPITE SKEPTICISM 


[From the monthly bulletin on economic and financial conditions published by the 
National City Bank of New York] 


D ESPITE the skepticism as to the out- 

look that has been continuously dis- 
played during the last six months, and 
the handicaps of weather, falling com- 
modity prices and a bear stock market 
much of the time, business has displayed 
a vitality that gives much assurance as 
to the soundness of its foundations. Al- 
ready many of the prophets of building 
decline have gone astray because they 
have failed to recognize that the present 
building boom is founded not alone upon 
the shortages accumulated during the 
war, but is the result also of the great 
changes that have taken place in stand- 
ards of living and in standards of ef- 
ficiency in industry. These changes 
have rendered our dwellings and office 
buildings and factories obsolete, and 
necessitated the reconstruction of large 
sections of our cities and our manufac- 


turing plants to conform to more mod- 
ern ideas and requirements. 

After all the fundamental cause of our 
prosperity over the last few years is not 
to be found in the activity of any one 
industry cr group of industries, but 
rather in the great increase in per cap 
ita production which has made it pos 
sible for each worker to share in a larger 
way in the returns from industry, and 
thus maintained consumption on a level 
equal even to the high level of produc- 
tion. This general state of well being, 
together with the growing diversification 
of industry, has contributed to increased 
stability and made business less suscep 
tible to shocks at any given point. The 
present situation is conspicuous for the 
absence of the usual premonitory symp- 
toms of depression, price inflation and 
tight money. 
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EQUITABLE 
SERVICE 


(In Part) 


Trust Service 
for Corporations 

This department acts as a 
trustee under mortgages and 
deeds of trust, depository 
under protective agreements, 
receiver for corporations and 
performs all similar services. 


Transfer and 
Registrar Service 

This department acts as 
stock registrar and transfer 
agent in the disbursement 
of dividends, provides every 
safeguard against the over- 
issuance of stock and re- 
lieves our clients of much 
clerical detail, 


Reorganization Service 

Keeping records of sub- 
scriptions of new stock or 
bonds is the work of this 
department. 


Tax Service 

Our tax department 
furnishes free, information 
regarding all state and gov- 
ernment taxes, and assists 
in their computation. 


Investment Service 

Our bond department is 
in constant touch with all 
the important bond markets 
of the world. It is well 
qualified to supplement the 
investment services of local 
banks in obtaining quota- 
tions and executing orders 
in any of those markets. 


Foreign Banking 
Service 

Aided by our New York, 
London and Paris offices, 
and many foreign corre- 
spondents, we are ably fitted 
to perform every kind of 
international financial trans- 
action. 


Equitable Letters 
of Credit 

Our ETC Dollar Letters 
of Credit imprinted with the 
name of your bank will en- 
title your customer to the 
travel services our custom- 
ers so highly appreciate. 


Our booklet, Equitable 
Service, will explain in detail 
many other ways in which 
local banks can supplement 
their own facilities and 
benefit by The Equitable’s 
prestige among both local 
and foreign banks and busi- 
ness men. Send for it 
today, or consult with the 
representative of The 
“acne in your district. 
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need dependable 
information ?P 


Dependable, industrial trade 
and credit information on any 
part of the world, furnished 
by The Equitable, is available 
to local banks who wish to 
amplify their own services for 
the benefit of their customers. 


Read the column at the left 
... then send for our booklet, 
Equitable Service. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
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District Representatives 
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THE FINANCIAL AND ECONOMIC 
SITUATION ABROAD 


By WILLIAM HAyEs 


off the center of the European 
stage. 


(Cot the has crowded Pilsudski 


After his volcanic erup- 
tion from political smoldering, the 
Marshal has slowly died down. ‘The 
wizard” got his chance when, after the 
resignation of the ninth Briand ministry, 
and the failure of both Briand and Her- 
riot to form ministries, Briand formed 
his tenth cabinet with Caillaux as 
Finance Minister. M. Caillaux was not 
Briand’s choice. He was only invited 
after Poincare had refused the finance 
ministry, partly, it is believed, because 
he opposes the Mellon-Berenger debt 
agreement to which the government is 
committed, and partly because he does 
not believe the French finances can be 
straightened out without further inflation 
or a moratorium—and he does not care 
to be the Finance Minister under which 
either of these measures originates. 
M. Caillaux, before accepting, insisted 
that he be allowed a more or less free 
hand in directing the financial policies 
of France while he holds office as 
Finance Minister. : 
The complete cabinet is as follows: 
Premier and Minister of Foreign Affairs, 
Aristide Briand; Finance Minister, Jo- 
seph Caillaux; Minister of Justice, 
Pierre Laval; Minister of the Interior, 
Jean Durand; Minister of War, General 
Guillaumat; Minister of Marine, George 
Leygues; Minister of Education, M. 
Nogaro; Minister of Public Works, 
Daniel Vincent; Minister of Agriculture, 
M. Birnet; Minister of Commerce, M. 
Chapsal; Minister of Colonies, M. 
Perrier; Minister of Labor, M. Dura- 
four; Minister of Pensions, M. Jourdain. 
Part of Caillaux’s “wizardry” is simple 
economy. The first thing he did after 


his appointment was to send a circular 
letter to the other ministers reminding 
them that they must restrict to the mini- 
mum the number of their assistants and 
aids. 

Another of his pet projects is the 
magician’s transformation of the floating 
debt into currency. He wants to pay 
off the floating debt as it falls due by 
further issues of currency by the Bank 
of France, thus removing the sword that 
is always hanging over the head of the 
treasury in the form of large blocks of 
floating debt liable to be presented for 
redemption. At the same time, such a 
metamorphosis of debt into currency 
would save interest charges, lifting a con- 
siderable burden from the backs of tax- 
payers. But all this requires further in- 
flation. 


HEAD OF BANK OF FRANCE OUSTED 


It is well known that M. Robineau, 
governor of the Bank of France, is set 
against inflation, and against the use of 
the gold reserve of the bank as a crutch 
to help the limping franc. He must be 
got rid of if Caillaux is to carry out his 
plan to make the Bank of France a part 


of the. Finance Ministry. Therefore, 
Caillaux’s second act was to dismiss M. 
Robineau, putting in place of him M. 
Moreau, director general of the State 
Bank of Algeria. M. Picard, vice- 
governor of the Bank of France, has been 
appointed director general of the State 
Bank of Algeria, in place of M. Moreau. 

Where M. Caillaux (and the whole 
ministry) is most likely to meet defeat is, 
however, not on this inflation question, 
nor on his methods of taxation, although 
they are as distasteful to the Socialists 
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as a red flag to a bull, but on the debt 
funding agreement with the United 
States. M. Caillaux has little approval 
of the settlement—for it represents the 
accomplishment of a task at which he 
failed—he realizes that now the agree- 
ment is signed and ratified by the United 
States, the important part of France’s 
work at present is to ratify the agree- 
ment. Then she can begin to give at- 
tention to her internal affairs. In the 
latter part of June, on a vote of confi- 
dence, the government was upheld by 
the absention of the conservatives from 
voting. They refrained until they should 
have some declaration from the govern- 
ment on this vexing question of the debt 
agreement. 

The opposition is very substantial. The 
French public has fastened its attention 
on this as the tangible cause of all the 
financial difficulties. But it isn’t, as is 
evident from a glance at the figures. 
France’s total debt has a face value of 


300,000,000,000 gold francs. Of this 
only about one-tenth, 41,000,000,000 
gold francs is external debt—and the 
external debt includes also the money due 
Great Britain. Bringing the debt down to 
its value in paper francs, the internal 
debt amounts to 56,000,000,000, and the 
external debt (reduced by the settle 
ments) to about 23,000,000,000. It is 
the internal debt, for which no pro 
vision has been made, that is making the 
trouble. By this means, France has lost 
her credit both at home and abroad, as 
was amply demonstrated by the failure 
of M. Caillaux’s 4 per cent. gold loan 
last fall. The failure cannot be blamed 
on lack of confidence in the stability of 
the franc, for it was based on gold. 
How substantial this opposition to the 
debt agreement is may be judged from 
the fact that on July 11, French veterans 
of the war held a parade as a gesture of 
protest. In spite of the refusal of the 
American volunteers to the French 
army (men who joined before the United 
States entered the war) who told the 


French veterans that such a parade would 
be an insult to the United States, the 
maimed and the blind as well as the 
fairly able bodied marched to the statue 
of Washington in Paris and laid at the 
foot a marble tablet containing a re’ 
spectful protest. 


BRITAIN GIVES FRANCE GUARANTEES 


What the French want from the 
United States, it is believed, are terms 
similar to those included in their agree 
ment with the British, signed on July 
13. At the time of writing the details 
of this settlement were not available, 
but, it was said to include: A clause 
providing for the reconsideration of the 
whole agreement, if France's ability to 
pay should be reduced by default of 
Germany in payment of reparations; a 
clause providing for delays in payment, 
if such payment would injure franc ex 
change; and a guarantee that the debt 
will not be commercialized and passed on 
to any third party. 
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DirectNEss, promptness, understanding 
—these are qualities of first importance 
in business relationships between banks. 

All transactions entrusted by a corres- 
pondent bank to the Irving-Columbia are 
handled under the supervision of an offi- 
cer or representative directly engaged in 
serving customers in the correspondent’ s 
territory. 


Simplifying Your Bank Relations 


Out-of-Town Office 
Irvinc BAnK-CoLuMBIA TrusT ComPANY 
Woolworth Building, New York 
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Whether you desire accommodation, 
trade information, the financing of im- 
ports or exports, assistance in the invest- 
ment of surplus funds—whatever you 
need —it is not necessary to deal with more 
than one person. For this person will look 
after each transaction and see that it is 
carried promptly to a proper conclusion. 
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For the United States to add a clause 
similar to the first would be to invite 
Britain to ask for a similar clause. Then 
if Germany did fail to make the pay- 
ments contemplated by the Dawes Plan, 
the United States would be left to do the 
“clean up” work, and to bear this loss. 
This would naturally be unacceptable. 

The second clause it seems could rea- 
sonably be included in the agreement 
with France. Certainly the United 
States does not want to exact payments 
from France if they would throw a 
wrench into the exchange machinery. 
This is of course assuming that French 
exchange is stabilized, as there now seems 
some hope it will be. It would be only 
reasonable to invest the funds collected, 
in France until they can be transferred. 
It is almost certain that the United 
States would do this without a clause in 
the funding agreement, but if the inser- 
tion of the clause will remove some of 
the bitterness of the French, there seems 
to be no good reason why it should not 
be included. It would probably necessi- 
tate the appointment of a transfer com- 
mission, and it is to be expected that 
France would pay the expense of the 
administration of this commission. This 
would not in any way impair the collec- 
tion of the debt, but would rather facili- 
tate it. 

The commission of eight bankers, 
three business men, and two economists, 
which was appointed last month to draw 
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up a plan to “save the franc” has made 
its report. 

The summary of the plan as given in 
the New York Times gave three objec- 
tives: First, perfect balancing of the bud- 
get; second, relief of the treasury; third, 
stability of the national money. To ac- 
complish these there must be: 

1. Improvement of the taxation system 
so as to give a quicker and larger return 
and to provide about 4,000,000,000 
francs in new revenue. 

2. Energetic compression of state ex- 
penditure. 

3. Cessation of the system of advances 
from the Bank of France to the state to 
cover new expenditure, that is, no 
further inflation. 

4. A gradual reduction of the ad- 
vances of the bank to the state, so as to 
strengthen the bank note cover. 

5. Relief of the treasury by the re- 
organization of a large part of the float- 
ing debt and its administration by a 
separate sinking fund. 

6. Voluntary effort at the consolida- 
tion of the short term national defense 
and treasury bonds. 

7. The realization as soon as possible, 
with the aid of the bank, of monetary 
stability. 

8. Preparation for the return of cap- 
ital, by obtaining credits abroad. 

9. Drafting an economic policy which 
will prevent in some measure, the dif- 
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ficulties which attend the return to sound 
money. 

In noticing briefly the appointment of 
this committee in these columns last 
month, the remark was made that “it 
can easily be prophesied that the com- 
mission will suggest a plan for the 
restoration of financial stability that is 
sound, but that political difficulties will 
interfere with its adoption.” Note the 
similarity of this to the headline over 
the news about the report “Plan to save 
franc may be wrecked by the politicians. 
Remedies are considered sound, but 
danger is seen in the Chamber of Depu- 
ties.” 

It is expected that the plan will be 
opposed by the Socialists and radicals, 
for it is “socially unjust” in its demand 
for more taxation, which would fall upon 
the poor, according to them. The plan 
will also meet stone wall opposition from 
those who oppose the debt agreement, 
for the ratification of the agreement is an 
essential part of the plan. What France 
has lacked and still lacks is not knowl- 
edge or plans to find her way out of 
the maze of finance, but sufficient unity 
of action. Some want to go one way; 
some another, and until the majority can 
agree which way to go, plans are of little 
avail. 

How little confidence the financial 
community places in the plan is evident 
in the fact that the franc keeps right 
on falling, reaching another new low. 
It was reported a short time before that 
that large French balances were being 
deposited in New York. So uncertain 
was the course of French currency that 
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French manufacturers for a time refused 
to quote prices for future delivery in 
France, for fear of depreciation of the 
franc, while they were at the same time 
quoting future prices to foreigners in 
terms of gold or a stable foreign money. 
The jump in prices during May was 
unusually large, amounting to 38 points, 
from the 664 reported in April, to 702 
at the end of May. 


FIRST EXPORT BALANCE FOR NINE 
MONTHS 


In May, for the first time in nine 
months, France exported more than she 
imported. The commission to control 
and reduce imports seems to be getting 
immediate results, for the export balance 
of 70,000,000 francs in May was due to 
reduction of imports. It is a small sur- 
plus, but is much better than the import 
surpluses of about ten times that amount 
which have been the monthly result of 
French foreign trade. The trade balance 
in France seems to depend almost entire- 
ly upon imports. The exports remain 
relatively constant, with fluctuations of 
imports causing the wide changes from 
an export balance of 2,000,000,000 
francs in the first five months of 1925 
to a similar import balance in the same 
period in 1926. 


SOCIALISM IN ITALY 


Mussolini has broken into the front 
pages of the newspapers again with his 
new economic program. Fascism, eco’ 
nomically, is synonomous with state so 
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cialism. While defending capitalism in 
words, Mussolini is actually practising 
socialism. His latest act, which came 
on the heels of legislation making strikes 
punishable, and regulating wages, is an 
economy drive, which includes: Addition 
of one hour to the working day, to in- 
crease production; prohibition of all pri- 
vate building of houses of the more ex- 
pensive sort for one year; prohibition of 
the opening of any new bars, cafes, 
saloons, night clubs, etc., for an indefinite 
period; prohibition of newspapers of over 
six pages; mixing all gasoline for motor 
cars with nationally produced alcohol. 
This is an attempt by a more or less 
autocratic government to do what the 
state socialists contend all governments 
should do—regulate production from a 
central source to eliminate the wastes of 
the loosely organized capitalistic sys 
tem. For example, in the United States, 
coal is shipped from Pennsylvania mines 
to Chicago, and other coal produced in 
the Illinois mines is shipped to Pennsyl- 
vania. This is plainly economic waste. 
Numerous magazines exist which have no 
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economic justification. Much money is 
spent in producing bootleg hootch, which 
effort might better be spent in producing 
useful goods for humanity. When a new 
petroleum field is discovered, wells in 
great numbers are drilled rapidly at 
great expense, the result being that the 
pressure is taken off the field, and less 
oil extracted than could be if only a few 
of the wells were used steadily. These 
wastes of the capitalistic system are ad- 
mitted by the proponents of the system. 
They hold that individual liberty to 
work when, where, and in the way one 
pleases is more important to individuals 
than maximum production. There is no 
doubt that men could produce more if 
they would let one man direct their labor, 
but they prefer to act on their own in- 
itiative. 

Mussolini is going to give the latter 
system at least a trial. First he is going 
to cut down the building of expensive 
houses and the production of large news- 
papers, releasing the men for more es- 
sential production. Then he is going to 
have those men who do work, work an 
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hour longer. And he may be successful. 
For there is no question but that he has 
made progress so far. He has produced 
a balanced budget for the first time since 
1913. Unemployment has been reduced 
from 606,000 to less than 100,000. There 
is a surplus in the treasury. 

The thing he is attacking by these 
measures, however, is the import balance, 
which appeared this year. By making 
men work longer at essential works he 
can at the same time reduce imports, 
and stimulate exports, and so remedy 
this. 

Evidently he is not to accomplish the 
lengthening of hours without difficulty. 
The executive committee of the General 
Confederation of Labor says that the 
measure is “unnecessary, unjust, provoca- 
tive of discontent and useless in improv- 
ing the economic position of the coun- 
try.” They hold that the industrial dis- 
satisfaction is due to other causes, and 


can be remedied by cutting down the 
earnings of industrial corporations, and 
economy in production. It is the same 
argument the miners in Britain use— 
that if there is to be sacrificing, it must 
be done by the employers, not by the 
employes. 


FASCISTI INVOLVED IN BANK SCANDAL 


The Agricultural Bank of Parma, 
which has been under investigation since 
its closing about the middle of June, has 
revealed a great conspiracy in the bank, 
and has culminated in the arrest of 
almost a dozen prominent politicians and 
business men. This arrest is said to 
be the first step by the Mussolini regime 
to clear up the corruption which is 
claimed by some to be widespread in 
Italian business life. Roberto Farinacci, 
who was until March of this year second 
only to Mussolini in the Fascist party, is 
blamed for allowing the condition to 
arise. 

BRITAIN MARKS TIME 


Efforts by the government and the 
mine owners in Great Britain have failed 
to settle the coal strike. Stanley Bald- 
win has come out for the eight hour day, 
and has been vigorously attacked for it. 
The men still refuse to consider a longer 
day or any reduction of wages. It looks 
as though the strike will be a fight to the 
finish. If so, the mine owners will cer- 
tainly win for the simple reason that 
their resources are larger than the re- 
sources of the strikers. 

In the meantime, some coal is being 
imported. The prices ot imported coal 
are said to be prohibitive. The steel 
industry is able to keep up some activity 
by the use of gas and imported coal, 
but most of the mills are simply closing. 
Business is dull also in the textile lines. 
Good crops and good agricultural con 
ditions have helped retail trade some, 
but wholesale trade is prostrate. Un- 
employment is larger, but not as much 
larger as might have been expected. It 
rose from 9.2 per cent. in April to 
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around 15 per cent. in May, and has 
further increased since that time. 

This choking off of production by the 
lack of fuel has made a considerable dent 
in England's foreign trade, thereby weak- 
ening her exchange position. Up to the 
time of the strike, the Bank of England 
had been accumulating gold, money was 
easy, sterling was strong, and there was 
considerable talk of a reduction of the 
discount rate. But the lack of exports 
has already weakened sterling and 
tightened the money market enough to 
stop talk of the reduction. If exports 
continue to drop, it is only a matter of 
time until gold will begin to be exported. 
Even so, if the strike were settled and 
there were some hope of business re- 
vival, it is believed that the bank would 
lower the rate to help business. Until 
then, reduction is futile. 

Newspaper reports say that the offer- 
ings of new loans in London are run- 
ning high. This is contradicted by actual 
figures, which show a marked decline 
from the £28,367,583 in January of this 
year to the £10,887,531 in May. Even 
so, the flotations for the first five months 
of 1926 were larger than in the first 
five months of 1925. 

The market has absorbed most of the 
loans offered, until the recent offering of 
a £6,000,000 loan of the Commonwealth 
of Australia 5s at 9914. It was only 
about half subscribed. This should for 
a time silence the complaints which were 
heard earlier in the year when an Aus- 
tralian loan was floated in the United 
States. It was the first loan failure for 
several months. 


CO-OPERATIVES TAKE UP INSTALMENT 
SELLING 


Instalment selling is causing concern in 
Britain, too. The co-operative societies, 
or “mutuality clubs” organized to save 
money for workers by co-operative buy- 
ing, are taking it up. The London 
Economist says that the co-operatives 
have a number of canvassers or collectors 
calling on the women whose husbands 
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are members of the co-operative societies. 
The canvasser sells the housewife a “club 
book,” for which she is to pay one pound 
sterling, in twenty weekly payments of 
one shilling each. After two payments 
have been made, the book may be used 
to purchase goods to the value of one 
pound, and the other payments made as 
agreed at the time of purchase of the 
book. 

One co-operative society which tried 
this plan found that it increased its an- 
nual sales from £210,866 to £488,129, 
without appreciably decreasing the cash 
sales. In fact, cash sales showed their 
normal increase under this plan as be- 
fore. The losses have been negligible, 
amounting in two years to less than .05 
per cent. The only cost is for the collec- 
tors and canvassers, and the society says 
that considering the great increase in 
the volume of sales, this cost is spread 
over so many units of goods that it is 
hardly noticeable. 
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Thus it has been a benefit in England 
as well as in the United States. But 
there, as here, thoughtful people are 
somewhat alarmed. There is good rea- 
son, for the purpose of the mutuality 
clubs is to encourage the wise and careful 
spending of the domestic income. They 
were organized to eliminate the costs and 
profits of the retailer. Few will argue 
that buying beyond one’s means is wise 
and careful spending of income. Yet 
that is what instalment buying is, of 
necessity—buying more than one can 
afford at the present time. It is par- 
ticularly bad when the buying is of con- 
sumption goods, which cannot be repos- 
sessed in case of default, and which pro- 
duce nothing for the buyer, as most pur- 
chases from the mutuality clubs do. 
Furthermore, selling on credit is bound 
to increase costs. The increase may be 
small, but it is an increase, and the clubs 
are formed to keep costs down. It is a 
distinct departure from the policies of 
the clubs, and should be carefully 
watched. 
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NO EXPROPRIATION OF PRINCES 


Though the bare result of the referen- 
dum on the appropriation of the property 
of the German princes was reported in 
last month’s issue, it is believed that the 
subject deserves more attention, for the 
question of whether the lands should be 
appropriated or not aroused more feeling 
in Germany than any question since the 
Dawes Plan. 

When the princes asked to have their 
property returned the trouble began. If 
the property was not to be returned, they 
asked for compensation. But bondholders 
and mortgagees had seen their claims cut 
to about 12!4 per cent., and they ob- 
jected, naturally, to the payment of the 
claims of the Hohenzollern’s at 100 per 
cent. as it was once proposed to do. The 
bondholders had saved the money which 
they had lost; the princes merely inher- 
ited theirs. The bondholders were work- 
ers and producers; the princes mostly 
parasites on society. Thus, if any claims 
were to be paid in full, it should be those 
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of the former class rather than the latter. 

There is much justice in this claim. 
Yet the danger in appropriating the 
whole property of the princes without 
compensation was apparent. Jt was a 
blow against the institution of private 
property. That is why it was cham- 
pioned so vigorously by the Soc’alists and 
Communists. Once apprcpriation was 
sanctioned in this way, would tere not 
be a demand next for the appropriation 
of the property of the rich, and th:n tkat 
of all classes. Take away the pr-nc:s’ 
property, by all means, but give them in 
return some compensaticn for it. This 
was the real ground for the opposit on, 
and the fight raged so biterly that it 
was a contributing cause to the wreck 
of the Luther cabinet repcrted last 
month. 

Marx, succeeding Luther as Cha-=cel- 
lor, refused to risk his political life ty 
acting as a judge in this dispute. He 
said, “The people must settle it for them- 
selves,” and fixed a date for a national 
referendum on the question. The referen- 
dum law in Germany requize; that a 
majority of the qualified voters must vote 
in favor of any reform to make it valid. 
It was necessary to get 20,000,009 vot's 
in favor of expropriation. Those op- 
posed to expropriation knew this, and 
stayed away from the polls in large num- 
bers. Only about 15,000,000 v-te; were 
cast in all. Of these, only absut 690,000 
were against the measure. 

It would have had a better cance of 
success if it had not been so radical. If 
some provision had teen mad:> for tke 
pens‘oning of the princes, or some cther 
payment, so they could live in reasonable 
comfort (for mo:t of them la e never 
been trained to earn their cvn liv’ng) 
it would not have s:emed so much like 
“grabbing” property from somecne who 
is powerless to resist. 

The defeat of expropriation does not 
end the dispute. It merely discards one 
way of settling it. What is to be done 
with the property yet remains to be de- 
cided. The Socialists still refuse to con- 
sent to any measure which will return 
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the property intact. They insist that the 
government should gét at least a small 
slice of the cake. Legislation on the 
question, except for a bill prohibiting 
the courts from ruling on the claims of 
the ex-rulers, has been impossible. Marx 
worked out a bill, but withdrew it hur- 
riedly on the third reading when he saw 
it was acceptable to neither party, and 
would merely result in a vote of lack of 
confidence. The‘course open to the 
Hohenzollern’s is that taken by the 
princes of some of the states—private 
negotiations with the state for a settle- 
ment. This might take the question out 
of politics and settle it. 


LITTTLE IMPROVEMENT REPORTED 


Money still continues very easy in 
Berlin. Call loans have fallen as low as 
2 and 3 per cent. The Reichsbank has 
reduced its rate again (July 6) from 614 
per cent. to 6 per cent., again evidencing 
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its eagerness to give trade a boost. All 


In the effort to stop counterfeiting, it is 


that has happened from all this is that 
the German banks have been encouraged 
to come into the capital issues market. 
They are reported to have bid against 
Dillon, Read & Co., in June for a bond 
issue of the United Steel Works Com- 
pany, a German corporation similar to 
the United States Steel Corporation. 
This is said to be the first time since the 
war that American and German bankers 
have competed for a bond issue. 

Business is still dull, with increasing 
unemployment. The only sign of life is 
in the steel trade, where production is 
increasing. Exports, which have been 
declining since March, were still further 
reduced according to the May returns. 
The export balance was only 27,000,000 
marks. Unless this trend is reversed, it 
may not be as easy as anticipated to make 
the first cash transfer under the Dawes 
Plan in September. 


PRIZE FOR BANK NOTE DESIGN 


The Reichsbank has been having a good 


deal of trouble with counterfeit notes. 
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going to entirely change the present 
notes. The new notes will be works of 
art, as well as mediums of exchange. 
The bank has offered 25,000 marks in 
prizes for the best designs for the new 
notes. Designs may be submitted until 
October, when a committee will meet 
and choose the design to be used. 


PILSUDSKI HAS NO PROGRAM 


Outside of keeping himself before the 
public eye, Pilsudski has accomplished 
little since he had himself given dic: 
tatorial powers. He has proposed many 
measures, but has not been able to get 
any of them passed. 

He wants a bill passed to eliminate the 
great number of small political parties 
in Poland. In every election there are a 
great number of candidates who have 
no hope of being elected, but who enter 
for the opportunity it gives them to 
spread propaganda, and cause unrest. 
There are twenty-two political parties 
represented in the Sejm (the Polish 
legislative body) alone. This also makes 
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elections very expensive. Pilsudski’s 
bill would stop this by imposing a fine on 
every candidate in any election who re- 
ceives less than 1000 votes. This, says 
a newspaper paragrapher, might be 
called a modified Pole tax. 

What Pilsudski is more interested in 
is his bill creating a “privy council” of 
experts to have charge of the administra- 
tion of the government until January of 
next year. If he could get this bill 
passed, and then get the Sejm to ad- 
journ, the way would be open for him 
to make some reforms. The Sejm has 
pretended to consider these bills, but has 
delayed them as long as possible. There 
were rumors that the Marshal’s mind 
was failing, when he instituted strict mil- 
itary control the first of July, but these 
were unfounded. But it is true that he 
is being disregarded by the very govern- 
ment that he created. He has no plan 
of reform, for the conditions that he 
charged were due to corruption, were 
due to natural causes. Since more 
stable conditions, there has been some 
improvement in business in Poland. Con- 
ditions are by no means good yet. 


BUSINESS IN SCANDINAVIA 


Improvement is evident in the elec- 
trical and chemical industries in Sweden. 
The iron trade is still much depressed, 
and unemployment is still general. The 
country has not yet recovered from the 
discouraging effect of the general strike 
in England on trade. 

The Danish krone has been moving 
slowly upward again, and the Premier 
is reported to have announced that Den- 
mark will be back on the gold standard 
by 1927. If this can be done, it will 
probably help to lift Denmark out of 
the deep depression into which she has 
been thrown by the deflation. The steady 
decline of prices which comes with defla- 
tion has pressed down like a leaden 
weight on commerce and industry. Im- 
ports have been cut to the lowest figures 
in several years. Industries are stopped 
or running on part time, commerce is 
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stagnant, and there is much unemploy- 
ment. Agriculture is the only industry 
that shows any signs of life. The farm- 
ers have a good crop, but they are short 
of cash, and the returns from the crop 
exports are not coming in as fast as could 
be desired. In the effort to make easier 
money, the discount rate has been re- 
duced from 5Y to 5 per cent., but like 
all artificial efforts to make easy money 
in a tight market, it has no effect. There 
is too great a shortage of capital in Den- 
mark to make money easy by simply re- 
ducing the rate. 


LEAGUE TAKES HANDS OFF AUSTRIA 
AND HUNGARY 


The financial control which the League 
of Nations has exercised over Austria 
and Hungary through the respective 
commissioners, Alfred Zimmerman of 
Holland, and Jeremiah Smith, Jr., of 
Boston, was discontinued on July 1, 
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when both commissioners returned to 
their homes. The league, however, has 
retained the right to assume control again 
whenever it deems that conditions with- 
in the countries need it. 

Under these men both countries, which 
were in bad shape from the ravages of 
war, and from the separation of a form- 
er empire into two parts, have stabilized 
their currencies, balanced their budgets, 
and got back onto a fairly sound finan- 
cial foundation. 

Mr. Smith created a good deal of com- 
ment when he refused to accept the 
check for $60,000 tendered him as sal- 
ary for his two years’ work as Com- 
missioner of Hungary. It was returned 
to the government which has announced 
that the money will be used as a fund to 
send Austrian students to college in the 
United States, much as the Boxer In- 
demnity Fund sends Chinese students to 
college in the United States. 


JAPAN TO REPAIR BANKING SYSTEM 


Japan, whose banking system is based 
on the law of 1872, which in turn is 
based on the National Bank Act of the 
United States, has realized that her sys- 
tem is not up to date, and has appointed 
a preliminary committee of investigation 
to see what can be done to improve it. 

The national banks in Japan have no 
note issue power, that having been taken 
away from them when the Bank of Japan 
was created in 1882. In other ways they 
are similar to the national banks of the 
United States. In addition to the na- 
tional banks, there are savings banks, 
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which operate under the law of 1921. 
They are forbidden to advance more 
than 20 per cent. of their funds on any 
one security; to loan more than 10 per 
cent. of their capital and surplus to one 
individual; and to invest more than the 
amount of their capital and surplus in 
loans against real estate mortgages. 

There are also in Japan: Mutual loan 
societies operating among the middle and 
lower classes; about 200 city credit asso- 
ciations or peoples’ banks; and numerous 
trust companies. The trust companies’ 
status is not clearly defined in Japanese 
law, which gives them considerable free- 
dom of operation. Thus, though they 
only appeared in 1906 their growth has 
been so rapid that they have aroused 
some opposition from the regular bank- 
ing interests. 

Finally there are several banks created 
by special acts of the Diet: The Yoko- 
hama Specie Bank, organized in 1880 to 
finance the foreign trade of the country; 
the Hypothec Bank of Japan, organized 
in 1897 to provide long term loans 
against real estate; the Inqustrial Bank 
of Japan, created to finance industry and 
trade; and various agricultural and in- 
dustrial banks to furnish long term loans 
against real estate. 

This loosely knit organization has 
grown up with practically no super 
vision. There is no unifying and re- 
straining force, and one consequence 1s 
that there are too many banks, and the 
government is encouraging, and in some 
places, forcing mergers. Only about a 
1'4 per cent. reserve against deposits is 
kept with the Bank of Japan, which is 
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supposed to be the bank of issue and dis- 
count, by the member banks. The Bank 
of Japan cannot control the banks 
through control of the money market, for 
the restrictions on note issues are so con- 
fining that no discount market has been 
built up. The banks invest most of their 
reserve in call loans against securities in- 
stead of in commercial paper. The Bank 
of Japan may issue notes against com- 
mercial bills only to the amount of 120,- 
000,000 yen, which is a very small mar- 
gin for such large seasonal demands as 
are felt in Japan with the silk movement 
in the late summer and fall. Additional 
notes are taxed at 5 per cent., which 
almost prohibits them. 

The job of the commission then is to 
unify the banking system and bring it 
under some regulatory authority; to 
make provision for the development of 
a discount market; to create an elastic 
currency; and to give the Bank of Japan 
some control over the money market. 
Some of the commissioners are already in 
the United States studying the Federal 
Reserve System, and it is a safe bet that 
the new or revised system will follow 
the general idea of the Federal Reserve. 


PLETHORA OF MONEY IN INDIA 


Absorbing half the gold output of the 
world for a year was too much for India. 
It has eaten more gold than it can digest. 
Perhaps, also hoarding is ceasing and 
people are beginning to put their money 
in banks and invest it. Anyway, there is 
a tremendous surplus of capital there. 
Industrial production has been increased 
temporarily beyond the capacity of the 


country’s markets, so no new money is 
needed for further extensions, and there 
is a “famine of new investments.” A 
recent loan of 10,000,000 rupees with 
a 52 per cent. coupon and priced at 
97 was eighty times oversubscribed. 
Another index is the lowering of the 
bank rate on June 10 from 5 per cent. to 
4 per cent. Indian securities are being 
shipped from London to Calcutta to fill 
the demand for capital investments, and 
if the flow continues long enough a real 
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market may be developed in India for her 
own securities. The government is also 
planning to issue 250,000,000 rupees of 
4 per cent. bonds at 88 for several rail- 
way extensions which are to be made. If 
there were only a security distributing 
organization in India, it would be the 
country to float a bond issue now. 


SPOTTY BUSINESS IN SOUTH AMERICA 


Argentina enjoyed some further slow 
improvement of business in June. The 
volume of exports is fairly good, im- 
ports are declining and exchange is rela- 
tively stable. Cattle sales are in good 
volume, but the hide market is weak, 
though there have been heavy purchases 
by Russia. Altogether the condition is 
far from satisfactory. 

In Chile the depression in all lines of 
business continues. Buying is very cau- 
tious, credits are restricted, and collec- 
tions are slower than in May. A heavy 
storm raged all along the coast about the 
middle of June and had a bad effect on 


retail trade. The retailers are also com- 
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plaining that the non-payment of gov- 
ernment employes is cutting into th ir 
business. 


ECUADOR HAS NEW CENTRAL BANK 


Ecuador, which went through a finan- 
cial crisis a few months ago, has set up 
a central bank of issue by presidential 
decree. The bank is located in Quito, 
and will have exclusive rights to issue, 
exchange, and withdraw notes. A gold 
and silver fund will be established to 
guarantee the notes, and, in addition, 50 
per cent. of all export duties are to be 
transferred to the fund, to guarantee 
future issues of notes. The very sketchy 
account of the work of the tank which 
is available does not indicate that it is 
organized on a very sound basis, or that 
it will be very effective in preventing fu- 
ture financial crises. It seems to be in- 
tended as a sort of reserve bank, for 
the dispatch says “it will embrace all 
banks of issue subject to fiscalization by 
the state.” 

[Continued on page 243] 
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CONDITIONS IN CANADA SHOW IMPROVE- 
MENT FOR FIRST HALF OF 1926 


HE first half of 1926 has been 
"[ narted by a continued moderate 

improvement in industrial and gen- 
eral business conditions in Canada. With 
generally satisfactory crop prospects it is 
anticipated that this improvement will 
continue. There is no indication of 
financial strain in the current situation 
although increased industrial activity has 
been reflected in some enlargement of the 
current loans by the banks. Savings de- 
posits are, however, still about $400,- 
000,000 in excess of commercial ad- 
vances. While in the United States 
there seems to be some uncertainty as 
to the future, because of big industrial 
production and extensive credit-merchan- 
dising, there is no evidence of such con- 
ditions in Canada nor likelihood of over- 
production if crops live up to their 
present indications and sustain buying 
power throughout the country. 


THE POLITICAL UPHEAVAL 


The political upheaval, in which two 
national governments have met defeat 
within a few days and as the result of 
which a new election has been forced 
on the country, is having much less ef- 
fect on the business situation than might 
have been antipicated. As a matter of 
fact, such has been the situation at the 
capital since the last federal election that 
a state of political checkmate has existed, 
and the nation’s business has been trans- 
acted with the greatest difficulty. This 
has been due to the fact that the balance 
of power has been held by the Progres- 
sive party, represented largely by West- 
ern agriculturists. Legislation other 
than that dictated by this third party has 
been practically neglected. So unsatis- 
factory conditions became, from the 
standpoint of the business community as 
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The Philippine Islands Trade is Growing Rapidly 

The tremendous Balance of Trade in favor of the Philippines proves the 
Present and Potential Development Possibilities. 

If you are interested, the Bank of the Philippine Islands offers the highest 
class and most reliable Banking Services. 

As the Oldest Bank in the Orient, we naturally maintain a very strong 
position which enables us to properly carry out the wishes of our clients, 
assisting them in the development of their trade and stimulating the 
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well as a large proportion of the public, 
that the crisis has been accepted with 
relief because it is felt that nothing could 
be worse than the situation which has 
existed. It will be the general hope that 
the election in the fall will result in the 
return of a government strong enough 
to put its policies into effect. Business 
and financial interests will generally sup- 
port the Conservative party on its tariff 
policy but would rather see a Liberal 
government strong enough to carry on 
the country’s affairs, than a return to the 
situation which has existed. 


BUSINESS RECOVERY 


Business has largely recovered from 
the disturbing tariff announcements 
brought down in the federal budget 
‘earlier in the year. The tariff reductions 
were aimed chiefly at the automobile in- 
dustry but the modifications in favor 
of cheap, moderate-priced, Canadian- 
made cars and the reduction in the excise 
tax, have largely remedied the situation. 
That the defeat of a government which 
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had shown an unfriendly attitude toward 
protection was received with satisfaction 
industrially was indicated by investment 
buying of textile and steel securities. 
One of the factors for improvement in 
the business situation in recent months 
has been the larger building and con- 
struction programs throughout the coun- 
try. In this better conditions agricul- 
turally, industrial expansion to take care 
of enlarged buying power, and public 
improvements, have played their part. 
In Canada recovery from the slump 
which followed the post-war period of 
inflation has been slow. Capital expen- 
ditures by corporations and public bodies 
were reduced to the minimum. Particu- 
larly since last year’s satisfactory crop 
there has been a change. Moderately, 
and even cautiously, expansion programs 
in industry are being put into effect and 
municipalities are going on with con- 
struction programs for delayed public 
improvements. Based on figures for the 
first six months, the indications are that 
1926 will be the largest building year 
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FOREIGN BANKS ARE INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 
Ov close contact with the commercial activities with five 


Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


S. N. POCHKHANAWALA, Managing Director 























that Canada has had in more than 
a decade. There is no evidence as yet 
that building has caught up to normal 
requirements. 

What has been said in the preceding 
paragraph about industrial conditions 
does not refer to the pulp and paper in- 
dustry or to the development of hydro- 
électric power. 


DEVELOPMENT OF HYDRO-ELECTRIC 
POWER IN CANADA 


As regards power development—and 
in many cases it goes hand in hand with 
paper manufacturing projects—signifi- 
cance is attached to the recent visit of a 
group of thirty-five financiers from New 
York, Boston, Philadelphia and other 
leading American business centers to 
view the various enterprises being car- 
ried out in the Province of Quebec. In 


this connection it may be pointed out 
that back in 1900 under 200,000 hydro- 
electric horse power has been installed 
in Canada; by 1910 the total had risen 
to five times this, by 1915 the total had 
grown to 2,100,000 h.p., and by 1920 
there had been an increase to 2,500,000 
h.p. By the end of 1925 the total in- 
stallation had reached 4,290,000 h.p. Of 
the present total over 750,000 h.p. is util- 
ized by pulp and paper mills which are 
by far the largest single customer of the 
hydro-electric industry. Expansion is 
continuing on this same scale. The 
Aluminum Company of America will 
generate 800,000 h.p.; British Columbia 
Electric is bringing up its installed ca- 
pacity to 700,000 h.p.; the Duke-Price 
Power Co., is increasing to 540,000 h.p., 
and the Hydro-Electric Power Commis- 
sion of Ontario has plans for much 
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Affiliated with Banco di Sicilia with Head Office in Palermo, Italy 
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greater capacity. A recent estimate of 
the Water Power Branch of the Fed- 
eral Department of the Interior places 
the probable hydro power installation in 
this country by the year 1945 at well 
over 8,000,000 h.p. which leads to the 
conclusion that something like $1,300,- 
000,000 of new money will be required 
in these huge undertakings. 


CAR LOADINGS AND RAILWAY EARNINGS 


Car loadings of merchandise on the 
Canadian railways have reached the 
highest point for some years. They rose 
steadily during the first half of 1926 and 
June showed an average of more than 
17,000 cars for each of the four weeks 
of the month. The steady increase dur- 
ing the first half year is similar to the 
1924 movement, but the June peak is 
considerably higher. Railway earnings 
have seldom been better. Business mor- 
tality has declined both in number and 
amount of liabilities. Fabricated iron 
and steel trade is fairly well maintained 
but this cannot be said of the steel pro 
ducing plants. The steel industry of 
Nova Scotia is seriously depressed but 
this is the result of conditions prevailing 
over a period rather than of the time 
being. On July 1 the British Empire 
Steel Corporation failed to meet bond 
interest. This company controls the 
Dominion Iron & Steel Corporation, the 
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BANCO DE PONCE 
PONCE, PORTO RICO 


WE are interested in financing imports to 
Porto Rico and give facilities to our 
United States customers by discounting their 


We cordially invite information regarding 
export business done with this Island as we 
are prepared to extend our facilities to new 
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Dominion Coal Company and the Nova 
Scotia Steel & Coal Company, Ltd., as 
well as a number of other concerns in- 
cluding the Eastern Car Company, Hali- 
fax Shipyards, Ltd., etc. It is expected 
that a reorganization will take place and 
that all the securities of the British Em- 
pire Steel Corporation, with the excep- 
tion of the first mortgage bonds, will be 
reduced. The capitalization is over 
$150,000,000. Reorganization will re- 
quire additional capital for working pur- 
poses. In order to secure this it is felt 
that there should be some assurance from 
the government of more adequate pro- 
tection. The tariff affecting the com- 
pany’s products has been based on 
volume rather than on price with the 
result that the margin of protection has 
narrowed and in some cases almost dis- 


appeared with the rising scale in prices. 
FOREIGN TRADE EXPANSION 


Foreign trade of Canada continues to 
expand. For the last twelve months the 
favorable balance was $364,000,000 
showing an increase of about 33 per cent. 
over the previous year. However, there 
has recently been a gain in manufactured 
imports, particularly products of iron, 
and an increase in exports of raw mate- 
rial which is not regarded as satisfactory 
from the economic standpoint. This ex- 
portation of raw materiais and importa- 
tion of finished products is submitted as 
an explanation of why the country’s 
population is not increasing. At present 
there is little unemployment but against 
this are the figures indicating that many 
unemployed have left the country. 
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ULLY 65% of the imports of Porto Rico enter 
through the Port of San Juan. Our head office 
is in San Juan, our branches are at such stra- 
tegic points, for commercial banking and collec- 
tions, as the seaports of Arecibo, Mayaguez and 
Ponce with an inland branch at Caguas. We 
have an intimate knowledge of the people while 
safeguarding the interests of our clients in the 
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INTERNATIONAL 


"Tas annual report of the Bank of 
Adelaide, Adelaide, South Aus- 
tralia, for the year ending March 
29, 1926, presented at the sixtieth an- 
nual meeting of the shareholders showed 
net profit, including recoveries, and 
after making provision for bad and 
doubtful debts, interest accrued on fixed 
deposits, and rebate on bills discounted, 
and deducting expenses at head office 
and sixty-one branches, including sal- 
aries, rents, taxes, etc., of £104,733. 
Adding to this the balance of £27,740 
brought forward from previous year 
makes a total amount of £132,474 avail- 
able for distribution. Out of this 10 per 
cent. dividends were declared, amounting 
to £87,500. Twenty thousand pounds 
was transferred to reserve fund, making 
it total £800,000, and the balance of 
£24,974 was carried forward to next 
account. 

The total resources of the bank, as of 
March 29, 1926, were £8,693,327. 


NET profit of the Imperial Bank of 
Persia, Teheran, Persia, for the year end- 
ing March 20, 1926, after deducting: ex- 
penses of management, royalty and gen- 
eral charges in London at chief office and 
branches, and after making provision for 
income tax and bad and doubtful debts, 
amounted to £129,401. Adding the 
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balance of £34,565 brought forward 
from last year makes a balance of £163,- 
967 available for distribution. This 
amount has been disposed of as follows: 
£ 
To interim dividend at 4s. per share, 
paid December 22, 1925 (free of 
income tax) 
Transferred to reserve account 
Transferred to bank premises account. 30,000 
To proposed dividend at 6s. per share 
(free of income tax) 
Brought forward to next account... .33,967 
Total resources of the Imperial Bank 
of Persia as of March 20, 1926, amount- 
ed to £9,682,404. 


THE statement of affairs of the Imperial 
Bank of India, as of May 7, 1926, 
showed public deposits of rs. 10,53,86, 
000, and other deposits of rs. 72,40,05, 
000. Cash credits of the bank as of 
that date were rs. 29,61,18,000, and cash 
on hand amounted to rs. 24,05,04,000. 
The bank has a paid up capital of rs. 5, 
62,50,000, a reserve of 4,82,50,000, and 
total resources of rs. 94,67,88,000. 


BANco De Italia Y Rio De La Plata, 
Buenos Aires, has completed arrange’ 
ments for the purchase of all the stock 
of the Banco Italo Sudamericano, © 
that city, and will merge the Banco Italo 
Sudamericano with it. Both are Italian 
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banks. The merger is very favorably re- 
garded in Buenos Aires. 


THE interim dividend of the Ionian Bank 
Limited, London, paid on June 1, 1926, 
was at the rate of 6 per cent. (or three 
shillings per share), the same rate as was 
paid last year. 


Honpuras, which has hitherto been on 
a silver basis, has passed a law making 
gold the standard money there. The new 
gold “lempira” will replace the present 
silver “peso.” By the law establishing 
the gold standard, the circulation of for- 
eign currencies in Honduras is forbidden, 
the only legal tender being the currencies 
of Honduras and the United States. 


W. J. F. WiLuiaMson, of London, who 
was for twenty years financial advisor 
to the Government of Siam, has been ap- 
pointed financial advisor to the Estonian 
Government, on the recommendation of 
a committee of the League of Nations 
which investigated conditions in Estonia 
some time ago. One of the reforms 
which Mr. Williamson is expected to ac- 
complish is the amalgamating of the note 
issues (which are made now by both the 
Bank of Estonia and the government) 
under one central authority, preferably 
the Bank of Estonia. 


BarcLays Bank (Dominion, Colonial 
and Overseas), London, reports total re- 
sources as of June 30, 1926, of $1,698,- 
778,402, as compared with $1,668,849,- 
860 on the same date last year. Current 
deposit and other accounts increased 
from $1,494,736,350 last year, to $1,- 
521,237,304; and the reserve fund in- 
creased $5,000,000 to $46,250,000. 

Investments in government and other 
securities declined to $269,777,477, from 
last year’s total of $292,761,278, but ad- 
vances to customers and other accounts 
increased from $748,015,165 to $777,- 
833,020. The capital of the bank is $77,- 
961,860. For convenience of calculation, 
one pound has been considered as equiva- 
lent to $5 in this report. 

[Continued on page 243] 








A New Edition 
of a Standard 
re 


This book is a manual of the world’s 
monetary systems; the foreign ex- 
changes; the stamp duties on bills of ex- 
change in foreign countries; the prin- 
cipal rules governing bills of exchange 
and promissory notes; foreign weights 
and measures; and bullion and exchange 
operations. The first edition of “Tate’s 
Cambist” appeared in 1829 and the 
present edition is the twenty-seventh to 
be brought out under the imprint of 
Effingham Wilson. It has been entirely 
revised and re-written in order to cover 
the many changes in foreign exchange 
since the War. 


TATE’S 
Modern Cambist 


Edited by 
WILLIAM F. SPALDING 


Price $10.00 


The London “Times” calls this edition 
the most “important reference book on 
monetary questions issued since the 
War,” and says that it “‘should prove in- 
dispensable to every banker, foreign ex- 
change dealer, financial house and to all 
those requiring an authoritative record 
of the world’s present monetary systems 
and foreign exchanges.”’ 

















Some Press Opinions 


“In the hands of Mr. W. F. Spalding 
the preparation of this standard work, 
with the thoroughness to be expected 
from this author, has naturally neces- 
sitated the re-writing of much of the 
book, which is now up to date in every 
respect.”—‘‘Morning Post,” December 28, 
1925. 


“Will be welcomed by all those whose 
business requires exact information re- 
garding the money units of civilized 
countries. In the new edition Mr. 
Spalding has had to include countries 
never dreamt of before the War.”— 
“Daily Telegraph,” December 19, 1925. 
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DALLAS A. I. B. CONVENTION SPLENDIDLY 
ATTENDED—REPORTS SHOW 


SUBSTANTIAL GROWTH 


By IRA F. REEp 


HE twenty-fourth annual conven- 

T of the American Institute of 

Banking, which assembled in Dal- 

las, Texas, July 12 to 16, was one of 

particular interest, not only to those at- 

tending, but to the banking fraternity at 
large. 

The convention, due to the wisdom 

and diligence of W. J. Evans, of the 

Federal Reserve Bank of Dallas, one of 


PROGRAM 


: 
QYERT* 


JRE 


the retiring members of the executive 
council, and his loyal supporters of the 
Dallas Chapter, proved the most suc- 
cessfully planned convention ever held. 
To avoid the delay in hotel registra- 
tions and assignment of rooms, as has 
previously taken practically all the first 
day, representatives of Dallas Chapter 
met all the special trains at points from 
100 to 150 miles distant and assigned 





Paul B. Detwiler (at right) assistant cashier Philadelphia-Girard National Bank, 
Philadelphia, newly elected president of the American Institute of Banking, and 


p 


R. Williams, vice-president Commercial National Bank, Los Angeles, Calif., new 


vice-president of the institute. 
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rooms so that on arrival after being con- 
veyed to the hotels by chapter guest cars, 
in less than one hour every delegate had 
possession of his or her room, leaving the 
afternoon open for the splendid en- 
tertainment also very systematically 
planned. 

The delegates nearly all arrived on 
time, some coming by special trains, 
some by automobile. Captain Herbert 
Fox assistant cashier of the American 
National Bank of Nashville Bank of 
Nashville, Tenn., and president of Nash- 
ville Chapter, had the distinction of 
being the first delegate to arrive. He 
saw his chapter leave Nashville by special 
train, and unable to leave with them, left 
eighteen hours later by air and arrived 
in Dallas twelve hours ahead of the dele- 
gation, making the 800 mile trip, aver- 
aging over 100 miles an hour. 

After lunch and registration on Mon- 
day, the delegates were treated to an 
automobile ride over the city, visiting 
several of the beautiful parks of Dallas, 
and were all taken through the large 
textile mills, and to Love Field, where a 
number of the delegates took flights and 
where many daring air stunts were per- 
formed. The delegates were then re- 
turned to the city, and assembled at the 
fairgrounds for an evening of pleasure 
well planned. A splendid program was 
rendered followed by a ball. 


GENERAL SESSIONS 


The first general session of the con- 
vention convened Tuesday morning in 


the Palace Theater. After a period of 
community singing led by Roy Williams 
of Oklahoma, evidencing the enthusiasm 
of the delegates, the convention was 
called to order by President Bruce Baird 
of New Orleans. Then came greetings 
from a representative of the Mayor of 
Dallas, and delivery of the keys to the 
city, and assurance that the police would 
only interfere with those found not hav- 
ing a good time. Vice-president Paul B. 
Detwiler, responded to the greetings, and 
expressed great appreciation for the op- 
portunity of meeting in Dallas, and for 


the splendid arrangements made by the 
city for the carrying on of the conven. 
tion. Many communications were then 
read from many places wishing the or- 
ganization well, and always expressing 
regrets at not being present. 

Then Bruce Baird, president of the 
institute and vice-president of the New 
Orleans Bank and Trust Company gave 
his annual address. Mr. Baird said: 

“The institute today is larger, its edu- 
cational program broader, the scope of 
its activities wider, and its organization 
more compact than ever _ hefore. 
The credit for this splendid show- 
ing is not due to any particular person, 
but this result is due to the fact that 
the members of the institute as 
a body are willing to give their unselfish 
efforts to the creating of a higher stand- 
ard of efficiency in the banking profes 
sion for the benefit of their fellow men. 

“The institute continues to show a 
healthy growth in membership, and dur- 
ing the last year, through the excellent 
work of its membership committee, an 
increase of 2200 has been made in mem 
bership, the total at this time being 57,’ 
456. Due to the earnest endeavors of 
our executive councilmen seventeen new 
chapters have been organized, bringing 
the total to 186, and sixteen study groups 
have been formed, giving us a total of 
twenty-five. At this time practically 
every large city in the United States has 
a chapter in the institute and we must 
now bend our efforts toward the educa’ 
tion of the bank employe in the smaller 
cities, towns, and rural districts, which 
means that more and more of these study 
groups must be formed so that the bank 
employe in the sparsely populated dis 
trict will be given the same opportunt 
ties for education as those in the larger 
cities now enjoy. 


OVER 35,000 ENROLLMENT DURING 
LAST SESSION 


“The work of the class enrollment 
committee during the last year has been 
particularly gratifying, as it shows an 
increase in our student body of over 
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5000 and means that 35,210 persons en- 
rolled in the standard and special courses 
of the chapters during the last session. 
The class work has been placed on a 
higher plane through chapters demand- 
ing certain qualifications before permit- 
ting pupils to enroll. This system of 
qualifying should be practiced more and 
more because it proves an incentive for 
pupils to take the elementary work in 
order to qualify for advanced courses. It 
also gives the instructor a well balanced 
class and enables him to immediately 
concentrate on the subject. 

“A great deal of credit must be given 
to the national chairmen and the com- 
mittees for the efficient and constructive 
work accomplished. In each instance 
their reports show splendid progress. 
Suffice for me to say that during the year 
talks on public education were made to 
300,992 persons and 268 talks were made 
over the radio—that ninety excursions, 
attended by 6351 people, were made to 
industrial plants—that 433 women now 
have institute certificates—that seven ad- 
ditional chapters have taken up public 
speaking and debate work—that sixty- 
seven chapters held forum meetings— 
and that the results of the earnest work 
of the departmental conference commit- 
tee will be enjoyed by you during the 
next three days. 

“The executive council, feeling that 
the local chapter should have some means 
of showing that they belong to a na- 
tional organization, voted at its spring 
meeting to have suitable charters en- 
graved, showing the date of organization 
of the chapter, the name of the national 
organization, and authority of chapter 
to function under the by-laws of the 
national body. These charters have now 
been distributed with the request that 
they he placed in a prominent place in 
the local headquarters. 

“At the A. B. A. Convention held 
last October at Atlantic City, Lewis E. 
Piers n, of New York, proposed that a 
tund of $500,000 be raised to commem- 
orate its fiftieth anniversary, and sug- 
geste that this fund be used for eco- 
nomic research work in the study of 


problems for the good of the banking 
profession. The executive council of the 
institute realizing that we are the edu- 
cational section of the A. B. A., imme- 
diately voted to pledge an approximate 


Bruce Baird, vice-president New Or- 

leans Bank and Trust Company, and 

retiring president of the A. I. B., re- 

ceiving his welcome and badge on ar- 

rival at the convention from Miss 

Marguerite Smythe of the Dallas 
chapter. 


amount of $25,000, and asked the local 
chapters to collect contributions from 
the membership in dollar or half dollar 
denominations. A majority of the chap- 
ters heartily approved of this move, 
pledged and collected their quotas, and 
more, and it is my pleasure to announce 
that the full amount of $25,000 has been 
paid to the endowment trustees and ad- 
ditional subscriptions are being received. 
The credit for this splendid accomplish- 
ment goes to those chapters who have 
either filled their quotas or a part there- 
of, and special mention should be made 
of our vice-president, Mr. Detwiler, for 
his untiring efforts as chairman of this 
committee, and to the local committees, 
for collecting the funds. 

“Probably the outstanding accomplish- 
ment of the year has been the creating 
of an advanced educational course, to be 
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known as the graduate course, and a 
plan for a new Board of Regents which 
will dovetail into it. These new features 
will be explained fully in our educational 
director's report. 

“During the last year the A. B. A. has 
honored the institute by placing its presi- 
dent on the administrative committee, 
which means that our representative sits 
with a group of about fifteen men com- 
posed of the president, vice-presidents, 
and chairmen of several sections, of the 
A. B. A., to discuss and pass on policies, 
resolutions and other important matters 
before they are presented to the execu- 
tive council of the A. B. A. This recog- 
nition proves conclusively that the parent 
body appreciates the efforts of the insti- 
tute is putting forth for the education 
and training of the bank employe.” 

In the absence of Oscar Wells, presi- 
dent of the American Bankers Associa- 
tion, Nathan Adams, president of the 
American Exchange National Bank of 
Dallas, and of the official staff of the 
American Bankers Association, gave a 


very interesting address. He emphasized 
the great work of the institute in de- 
veloping young men for higher places in 
the banking fraternity, anu the connec- 
tion between the American Institute of 
Banking and its parent organization, the 
American Bankers Association. 


MILLER OUTLINES PLANS FOR 
GRADUATE WORK 


Dean Miller of the institute made a 
very interesting report on his phase of 
the work of the institute, announcing 
a new text book for use the coming year 
on the subject “Standard Economics.” 
He also announced and told of the work 
being done on graduate courses. These 
are courses of a higher nature than those 
previously given, and will enable the 
graduates in the standard courses to con- 
tinue to go forward by taking up addi- 
tional work in the higher courses, which 
is so planned that when completed it will 
entitle those completing to a higher type 
of certificate or diploma. He stated it was 
unfair to leave a student at time of re- 


ceiving the standard certificate, a time al 
which he has just well learned how to 
study, with nothing further to do, and 
often resulting in losing him from the 
chapter. The plan now is to continue 
to give him constructive work so that he 
may continue in the chapter work. He 
also commented very highly on the re- 
sults obtained in raising the standard of 
the work in nearly all chapters by doing 
not less than forty-two hours work in 
each course, each year. He further com- 
mented on the highly favorable results 
obtained by conducting intensive courses 
in several of the subjects in certain chap- 
ters. By this is meant the holding of two 
classes per week instead of the usual one 
class, and thus dividing the year into a 
first and second semester, much the same 
as is done in the colleges of the country. 

He also announced the preparation by 
the institute of an outline for the much 
desired “Trust Functions” course. This 
is probably one of the most desired 
courses at this time, and expressed great 
satisfaction at the showing of improve- 
ment in class mortality, due to students 
starting the work and dropping out, 
which has been one of the vital problems 
for years. He attributed this success 
largely to the increased standards of per- 
fection in the various courses, to the co 
operation of chapter presidents in fol- 
lowing up the work, and particularly to 
the intensive plan of study above men’ 
tioned, and stated that about 100 of the 
chapters would change to the intensive 
plan during the coming year. 

National secretary, Richard W. Hill, 
read before the convention a proposed 
amendment to By-law No. 8, providing 
for nominations of more than one can- 
didate for offices, with a view to dis 
covering the best material possible for 
the various offices and committees. The 
amendment carried by unanimous vote 
of the convention. 

Mr. Hill reported twenty-three new 
chapters organized, and that the total 
membership is now 57,456, being an in- 
crease of 2232 over last year’s member’ 
ship, and that 1151 standard certificates 
were issued during the year, and that 
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The newly elected women’s 


2671 preparatory certificates had been 
issued since the Kansas City convention, 
making a total of 13,234 preparatory 
certificates issued. 


ADDRESS OF THE DAY 


One of the most interesting features 
of the program was the address by Dr. 
John L. Davis, pastor of the Grade 
Methodist Episcopal Church of New 
York. His subject, “The Dimensions of 
Life” was discussed in a very able and 
inspirational manner, and the valuable 
thoughts expressed by him, together with 
his flow of wit and humor held the close 
attention of the convention and brought 
generous applause. 

The chairmen of the various national 
committees then made reports, all indi- 
cating work of the highest degree of 
efficiency, and evidencing the most 
hearty co-operation in the work during 
the year. 

The report of Miss Ellen O'Donnell, 
Rochester, N. Y., chairman of the 
women’s committee was of great interest, 
as it showed 8782 women are now mem- 
bers of the A. I. B., being an increase 


committee of the A. I. B. 


over last year of 1044 and being nearly 
one-half of the total increase of the 
chapter. 

ELECTIONS 


At Friday’s session, Paul B. Detwiler, 
assistant cashier of the Philadelphia- 
Girard National Bank, was elected pres- 
ident. He had served as vice-president 
last year. 

P. R. Williams, vice-president of the 
Commercial National Bank of Los 
Angeles, Calif., was elected vice-presi- 
dent of the institute. 

The following were elected to the 
executive council: Harold G. Welch, 
assistant trust officer, New Haven Bank, 
New Haven, Conn.; W. B. Thurston, 
Jr., assistant secretary, Baltimore Trust 
Company, Baltimore, Md.; Charles D. 
Hayward, assistant cashier, First Na- 
tional Bank, Kansas City, Mo.; and 
Thomas J. Nugent, assistant vice-presi- 
dent First National Bank, Chicago, III. 


DEPARTMENT CONFERENCES 


As has been the case in previous years, 
the department conferences, proved to 
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be the meat of the convention. We com- 
mend the officers of the organization in 
most high terms for the splendid judg- 
ment exercised in the selection of depart- 
ment conference leaders, as there was 
probably the strongest set of leaders pos- 
sible, all profiting by the experiences of 
past conventions. The conferences were 
attended by nearly every delegate, and 
delegates were constantly heard express- 
ing regrets that they could not attend 
each of the conferences going at the same 
time. In turn, one cannot speak too 
highly of the judgment and tact shown 
by the department leaders in the selec- 
tion of speakers, all of whom were men 
of high standing in the particular 
branches of work discussed by them. 
Every speaker was unusually well pre- 
pared and held the attention of his con- 
ference throughout his address. After 
each address, the open discussions were 
entered into with a spirit not even an- 
ticipated by those most interested in the 
convention, and as the allotted time for 
each conference came to an end, the re- 
gret of necessity for adjournment could 
be easily read on the faces of the dele- 
gates. 

Space does not permit a discussion of 
the merits of the many addresses and to 
make special comment that would indi- 
cate even in small measure the success 
of the discussions of the various banking 
subjects, but below is given the list of 
leaders, speakers and subjects. The 
writer would suggest that every bank 
employe, for his or her own good, re- 
quest from the national secretary of the 
A. I. B., Richard Hill, 110 East Forty- 
second street, New York, a copy of the 
proceedings of the convention which will 
contain all the addresses and discussions 
of all the conferences. This should be 
done without delay, as only a limited 
number of copies will be printed. 


THURSDAY, JULY 15, 1926 
CHAPTER PRESIDENTS CONFERENCE 


George A. Gunn, chairman Chapter 
Presidents Conference Committee, the 


Exchange National Bank, Tulsa, Okla- 
homa, presiding. 

Preparation for Institute Responsibility 
Peter C. Jansen, Manufacturers and 

Traders National Bank, Buffalo, New 
York. 

Discussion 

Institute Education 
Stephen I. Miller, National Education- 
al Director, American Institute of 
Banking. 

Discussion 

Chapter Finance 
E. G. Pomeroy, Security Trust & Sav- 
ings Bank, Los Angeles, California. 
Albert L. Taylor, National Bank of 
Tacoma, Tacoma, Washington. 

Discussion 


CHAPTER PUBLICITY CONFERENCE 


Nelson M. McKernan, chairman Pub- 
licity Committee, Irving Bank-Colum 
bia Trust Company, New York, N. 
Y., presiding. 

What and Why to Advertise 

Frank C. Wood, Staples & Staples, Inc., 
Richmond, Virginia. 

Publicity for Small Chapters 

A. M. Johnson, Yakima Valley Bank, 
Yakima, Washington. 

Publicity for Large Chapters 

Louis E. Walter, executive secretary, St. 
Louis Chapter, A. I. B., St. Louis, 
Missouri. 

Effective Use of Chapter Papers 

John L. Clark, editor of the Dallas Divi- 
dent, Dallas, Texas. 

Breaking into the Newspapers 

John H. Horst, Central Savings Bank, 
Baltimore, Maryland. 

General Discussion. 


PUBLIC EDUCATION CONFERENCE 


Russell G. Smith, chairman Public Edu- 
cation Committee, Bank of Italy, San 
Francisco, California, presiding. 

A Review of the Year’s Work 

Russell G. Smith, Bank of Italy, San 
Francisco, California. 

Organizing for an Effective Campaign 

Walter Gerwin, Western Bank and 





—— 


Tri 
Public 
John 

Fra 
Public 

Cit 
J. S. 

Bar 
Radio 
Geors 

Bat 
An O 
Steph 

Dit 


ing 





THE BANKERS MAGAZINE 





Trust Company, Cincinnati, Ohio. 
Public Education through the Schools 
John V. Bacigalupi, Bank of Italy, Saa 

Francisco, California. 

Public Education among Business and 

Civic Organizations 
]. S. Puelicher, Marshall and Ilsley 

Bank, Milwaukee, Wisconsin. 

Radio an Important Field of the Work 
George W. Wright, Bowery Savings 

Bank, New York, N. Y. 

An Opportunity for Public Service 
Stephen I. Miller, National Educational 

Director, American Institute of Bank- 

ing. 


PUBLIC SPEAKING AND DEBATE 
CONFERENCE 


P. S. Kingsbury, chairman Public Speak- 
ing and Debate Committee, the Cleve- 
land Trust Company, Cleveland, 
Ohio, presiding. 

The Southeast in Public Speaking and 
Debate 

J. M. Rountree, First National Bank, 
Tampa, Florida. 

What the Pacific Coast Chapters Want 

A. M. Johnson, Yakima Valley Bank, 
Yakima, Washington. 

The Place of Public Speaking Contests 
in Interchapter Activities 

Mark Bartlett, Hibernia Bank and Trust 
Company, New Orleans, Louisiana. 

M. S. Sampson, Mercantile State Bank, 
Minneapolis, Minnesota. 

What Consideration Should Be Made in 
Case of Forfeits 

C L. Varnum, Iowa Loan and Trust 
Company, Des Moines, Iowa. 

Revamping of Paragraph Five of the 
National Rules in Order to Eliminate 
Chance Selections 

H. W. Scott, Bank of North America 
and Trust Company, Philadelphia, 
Pennsylvania. 

E. L. Pierce, The National City Bank, 
New York, N. Y. 


CONFERENCE OF WOMEN DELEGATES 


Ellen M O'Donnell, chairman Women’s 
Committee, Union Trust Company, 
Rochester, New York, presiding. 


Call to Order 
The chairman 

Greetings on Behalf of Texas Bank 
Women 

Jessie Bridges, member of National 
Women’s Committee and of Houston 
Chapter, Houston, Texas. 

Response 
The chairman 

Greetings on Behalf of Convention Com- 
mittee 

Mrs. Veda D. Richards, member of Con- 
vention Committee and chairman 
Women’s Committee, Dallas Chapter. 

Response 

Kathryn Kimmel, Yakima 
Yakima, Washington. 

Remarks 

Bruce Baird, president American Insti- 
tute of Banking. 

Address—Some Ideas 

Marguerite McClenaghan, Princeton 
Bank and Trust Company, Princeton, 
New Jersey. 

Remarks 

Paul B. Detwiler, vice-president Ameri- 
can Institute of Banking. 

Address 

Mary E. Gearing, Department of Home 
Economics, University of Texas, Aus- 
tin, Texas. 

Business and election. 

12.30 to 4.30 p. m. 


Chapter, 


DEPARTMENTAL CONFERENCES 


Audits and Accounting 

Led by George R. Kingdon, assistant 
cashier, the First National Bank, Los 
Angeles, California. 

Desirability of Uniform Expense Ac- 
counting Classifications 

By C. R. Smelser, auditor, the First 
Trust and Savings Bank, Akron, Ohio. 

Expense Accounting by Functional Divi- 
sions 

By David J. Olsen, First Nationa! Bank, 
Philadelphia, Pennsylvania. 

Establishment of Central Interchange 
Bureau 

By Harrol R. Smith. cashier Bank of 
America. Los Angeles, California. 

Bank Administration 
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Led by Edward F. LeBreton, assistant 
vice-president Hibernia Bank and 
Trust Company, New Orleans, Louis- 
lana. 

Internal Versus External Audits 

By Ralph W. Bowen, vice-president 
Rhode Island Hospital Trust Com- 
pany, Providence, Rhode Island. 

Investing the Assets and Maintaining 
the Liquidity of a Bank 

By E. V. Krick, cashier and treasurer, 
Mercantile Trust Company of Cali- 
fornia, San Francisco, California. 

The Unprofitable Customer 

By Dale Graham, advertising manager, 
Mississippi Valley Trust Company, St. 
Louis, Missouri. 

Business Development and Advertising 

Led by Frank M. Totten, assistant cash- 
ier, the Chase National Bank, New 
York, N. Y. 

Trust Publicity 

By Clinton F. Berry, assistant vice-presi- 
dent Union Trust Company, Detroit, 
Michigan. 

Methods of Approach to New Business 
Prospects 

By Alfred E. Schneider, assistant mana- 
ger department of new accounts, the 
American-Exchange Pacific National 
Bank, New York, N. Y. 

Growth by Helping Others Grow 

By A. M. Johnson, assistant cashier 
Yakima Valley Bank, Yakima, Wash- 
ington. 

Checks and Collections 

Led by S. Young Tyree, assistant cashier 
State-Planters Bank and Trust Com- 
pany, Richmond, Virginia. 

Operating the City and Out-of-Town 
Collection Departments 

By Phil. L. Peterson, manager collection 
department, Exchange National Bank, 
Spokane, Washington. 

Transit and Collection 
Routings 

By Robert H. Matson, assistant cashier 
Union and Planters Bank and Trust 
Company, Memphis, Tennessee. 

Basis of Fixing Exchange Charges 

By Henry Lachenauer, manager transit 
department Fidelity Union Trust 


Department 


Company, Newark, New Jersey. 

Handling the Collection of Automobile 
Finance Notes 

By F. E. Musgrove, assistant secretary 
Illinois Merchants Trust Company, 
Chicago, Illinois. 

Credits 

Led by Hugh C. Gruwell, manager cred- 
it department the United States Na 
tional Bank, Portland, Oregon. 

Interchange of Credit Information 

By Paul Angell, assistant cashier the 
First National Bank, Birmingham, 
Alabama. 

Analyzing the Financial Statement in 
Comparison with Typical Industry 
Figures 

By Colman Mockler, manager credit de- 
partment Mercantile Trust Company, 
St. Louis, Missouri. 

The Co-operative Association as a Credit 
Risk 

By G. L. Woolley, secretary-treasurer 
Louisiana Farm Bureau, Cotton Grow- 
ers Co-operative Association, Shreve- 
port, Louisana. 

Investments and Investment Banking 

Led by Charles B. Engle, assistant man: 
ager bond department the Internation- 
al Trust Company, Denver, Colorado. 

Public Utility Holding Company Obli- 
gations 

By James V. Lawyer, sales manager 
Peirce, Fair & Company, San Fran’ 
cisco, California. 

Finance Company Obligations 

By Frank J. Maurice, vice-president 
Highland Park State Bank, Highland 
Park, Michigan. 

The Investment Outlook 

By Dr. J. Anderson Fitzgerald, dean- 
elect The School of Business Adminis’ 
tration, The University of Texas, Aus’ 
tin, Texas. 

Savings Banking 

Led by Roy R. Marquardt, assistant 
cashier First Trust and Savings Bank, 
Chicago, Illinois. 

The Field of the Mutual Savings Bank 

By Orrin C. Lester, assistant vice-prest 
dent Bowery Savings Bank, New 
York, N. Y. 
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Savings Interest Rates 

By Herbert G. Wood, cashier Highland 
Park State Bank, Highland Park, 
Michigan. 

Real Estate Mortgages 

By Hermann Buhl, manager real estate 
loan department American National 
Bank, Denver, Colorado. 

Trust Functions 

Led by Robert Mayer, assi tant trust of- 
ficer Provident Trust Company, Phil- 
adelphia, Pennsylvania. 

Funded and Unfunded Insurance Trusts 

—Revocable or Irrevocable—Some Legal 
and Tax Aspects 

By Earl I. Vaughan, assi tant trus: of- 
ficer Fidelity National Bark and Trust 
Company, Kansas City, Missouri. 

Transfer and Registration of Stock 

By David P. Condon, registrar the 
Farmers’ Loan and Trust Company, 
New York, N. Y. 

Review of the Conference 

By Robert Mayer, a:sistant tru t officer 
Provident Trust Company, Philadel- 
phia, Pennsylvania. 


AUDITS AND ACCOUNTING 


Led by George R. Kingdon, assistant 
cashier the First National Bank, Los 
Angeles, California. 

Tuesday, July 13—12.30 to 4.30 p. m. 

How Much Auditing? 

By G. Fred Berger, treasurer, Norris- 
town-Penn Trust Company, Norris- 
town, Pennsylvania. 

Audit of Foreign Department 

By Christian Djorup, C.P.A., consulting 
accountant, 120 Broadway, New 
York, N. Y. 

Forum 

4. Telegraphic transfers. 

b. Money shipments. 

c. Negotiable securities shipments. 
Conducted by William B. Applegate, 

I'linois Merchants Trust Company, Chi- 
cago, Illinois. 

Wednesday, July 14—8.00 a. m. to 
12.09 noon. 

Accounting and Audit of Accrual Ac- 


counts 


By Charles R. Harding, assistant cashier 
the West Coast National Bank, ror 
land, Oregon. 

Comptroller and Auditor—A Compari- 
son of Their Duties. 

By J. H. Cole, comptroller Central Na- 
tional Bank, Cleveland, Ohio. 

A Digest of Various Methods of Com- 
puting the Cost of Carrying Accounts 

By George W. Porter, branch auditor, 
Houston Branch, Federal Reserve 
Bank of Dallas, Houston, Texas. 

Thursday, July 15—12.30 to 4.30 p. m. 

Desirability of Uniform Expense Ac- 
counting Classifications 

By C. R. Smelser, auditor the First 
Trust and Savings Bank, Akron, Ohio. 

Expense Accounting by Functional Divi- 
sions 

By David J. Olsen, First National Bank, 
Philadelphia, Pennsylvania. 

Establishment of Central Interchange 
Bureau 

By Harrol R. Smith, cashier Bank of 
America, Los Angeles, California. 


BANK ADMINISTRATION 


Led by Edward F. LeBreton, assistant 


vice-president Hibernia Bank and 
Trust Company, New Orleans, Louis- 
jana. 

Tuesday, July 13—12.30 to 4.30 p. m. 

Bank Organization 

By Louis C. George, assistant cashier 
Fifth-Third National Bank, Cincin- 
nati,, Ohio. 

Developing the Force 

By A. C. Keck, assistant cashier First 
National Bank, Chicago, Illinois. 

The Comptroller—His Place in the 
Bank’s Organization 

By Paul B. Kent, assistant manager 
American branch, California Bank, 
Los Angeles, California. 

Personnel and Job Analysis 

By Robert J. Hargreaves, manager per- 
sonnel department Federal Reserve 
Bank, Chicago, Illinois. 

Wednesday, July 14—8.00 a. m. to 
12.00 noon. 

Handling the Country Correspondent 

By John E. Owens, vice-president Re 
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public National Bank, Dallas, Texas. 

Building and Loan Associations and 
Banks 

By J. Bickley Jackson, manager cash col- 
lection department, the Philadelphia- 
Girard National Bank, Philadelphia, 
Pennsylvania. 

Bank Budgeting 

By Nelson M. McKernan, Irving Bank- 
Columbia Trust Company, New York, 
N. Y. 

Thursday, July 15—12.30 to 4.30 p. m. 

Internal Versus External Audits 

By Ralph W. Bowen, vice-president 
Rhode Island Hospital Trust Com- 
pany, Providence, Rhode Island. 

Investing the Assets and Maintaining the 
Liquidity of a Bank 

By E. V. Krick, cashier and treasurer 
Mercantile Trust Company of Cali- 
fornia, San Francisco, California. 

The Unprofitable Customer 

By Dale Graham, advertising manager 
Mississippi Valley Trust Company, St. 
Louis, Missouri. 

BUSINESS DEVELOPMENT AND 
ADVERTISING 


Led by Frank M. Totton, assistant cash- 
ier the Chase National Bank, New 
York, N. Y. 

Tuesday, July 13—12.30 to 4.30 p. m 

The Bank Employe as a Business Getter 

By Robert J. Campbell, vice-president 
Fidelity National Bank and Trust 
Company, Kansas City, Missourt. 

Newspaper Advertising—Does It Pay? 

By Harry E. Gail, advertising manager 
the Toledo Trust Company, Toledo, 
Ohio. 

Community Advertising for a Bank 

By Wallace J. Parham, Jr., cashier Mer- 
chants Bank, Mobile, Alabama. 

Personal Solicitation—How to Build a 
Clientele 

By J. M. Rountree, assistant vice-presi- 
dent the First National Bank, Tampa, 
Florida. 

Wednesday, July 14—8.00 a. m. to 
12.00 noon. 

Better Letters Mean Better Banking 

By Waldo J. Marra, correspondence di- 





rector Bank of Italy, San Francisco, 
California. 

New Business Contests 

By Thomas J. Kiphart, manager publicity 
department Fifth-Third National 
Bank, the Union Trust Company, 
Cincinnati, Ohio. 

Getting Deposits by Co-operation 

By Mark Bartlett, assistant advertising 
manager, Hibernia Bank and Trust 
Company, New Orleans, Louisiana. 

Thursday, July 15—12.30 to 4.30 p. m 

Trust Publicity 

By Clinton F. Berry, assistant vice-presi- 
dent Union Trust Company, Detroit, 
Michigan. 

Methods of Approach to New Business 
Prospects 

By Alfred E. Schneider, assistant man- 
ager department of new accounts the 
American Exchange-Pacific National 
Bank, New York, N. Y. 

Growth by Helping Others Grow 

By A. M. Johnson, assistant cashier 
Yakima Valley Bank, Yakima, Wash- 


ington. 
CHECKS AND COLLECTIONS 


Led by S. Young Tyree, assistant cashier 
State-Planters Bank and Trust Cony 
pany, Richmond, Virginia. 

Tuesday, July 13—12.30 to 4.30 p.m 

Operating a Transit Department 

By Harry Bischoff, manager transit de 
partment First National Bank, St. 
Louis, Missouri. 

Transit Department Follow-ups 

By R. R. Reece, manager transit depart: 
ment Commerce Trust Company. 
Kansas City, Missouri. 

Handling the Cash Collection 

By J. Bickley Jackson, manager cash col- 
lection department, the Philadelphia: 
Girard National Bank, Philadelphia, 
Pennsylvania. 

Wednesday, July 14—8.00 a. m. to 
12.00 noon. 

Advantages and Disadvantages of Fed: 
eral Reserve Banks as Agents for the 
Collection of Checks 

By A. W. Kearns, manager transit de 
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partment the First National Bank, 
Denver, Colorado. 

The Uniform Size Check 

By Dan A. Schryver, vice-president the 
Citizens Trust and Savings Bank, 
Columbus, Ohio. 

Interbranch Check Clearings 

By R. J. Barbieri, assistant cashier Bank 
of Italy, San Francisco, California. 

Analysis of Accounts of Correspondent 
Banks 

By E. D. Rapier, Whitney-Central 
Trust and Savings Bank, New Or- 
leans, Louisiana. . 

Thursday, July 15—12.30 to 4.30 p. m. 

Operating the City and Out-of-Towr 
Collection Departments 

By Phil. L. Peterson, manager collection 
department Exchange National Bank, 
Spokane, Washington. 

Transit and Collection Department 
Routings 

By Robert H. Matson, assistant cashier 
Union and Planters Bank and Trusi 
Company, Memphis, Tennessee. 

Basis of Fixing Exchange Charges 

By Henry Lachenauer, manager transit 
department Fidelity Union Trus: 
Company, Newark, New Jersey. 

Handling the Collection of Automobile 
Finance Notes 

By F. E. Musgrove, assistant secretary 
Illinois Merchants Trust Company, 
Chicago, Illinois. 


CREDITS 


Led by Huch C. Gruwell, manager credit 
department the United States National 
Bank, Portland, Oregon. 

Tuesday, July 13—12.30 to 4.30 p. m 

Credit Insurance and Its Relation to 
Banking 

By J. F. McFadden, president American 
Credit Indemnity Company, New 
York, N. Y. 

Danger Signals to Observe in Extending 
Credit : 

By C. A. Rude, vice-president the Citi- 
zens National Bank, Los Angeles, 
California. 

Warehouse Receipts—Collateral or No 
Coll teral 


By H. S. Yohe, in cha-ge, Administra- 
tion United States Warehoue Act, 
United States Departmeat of Agricul- 
ture, Washington, D. C. 

Wednesday, July 14—8.00 a. m. to 
12.00 noon. 

Problems of the Branch Bank Credit 
Grantor 

By A. Warren Anderson, assistant 
secretary, the Marine Trust Company, 
Buffalo, New York. 

Analyzing the Finance Company's Bal- 
ance Sheet 

By William Feick, assistant vice-presi- 
dent Irving Bank-Columbia Trust 
Company, New York, N. Y. 

The Extension of Credit to Country 
Banks 

By Earl B. Schwulst, manager loan de- 
partment Federal Reserve Bank, Dal- 
las, Texas. 

Question Box 

J. S. Jones, assistant vice-president, the 
Northwestern National Bank, Port- 
land, Oregon. 

Thursday, July 15—12.30 to 4.30 p. m. 

Interchange of Credit Information 

By Paul Angell, assistance cashier the 
First National Bank, Birmingham, 
Alabama. 

Analyzing the Financial Statement in 
Comparison with Typical Industry 
Figures 

By Colman Mockler, manager credit de- 
partment Mercantile Trust Company, 
St. Louis, Missouri. 

The Co-operative Association as a 
Credit Risk 

By G. L. Woolley, secretary-treasurer 
Louisana Farm Bureau, Cotton Grow- 
ers Co-operative Association, Shreve- 
port, Louisana. 


FOREIGN TRADE AND FOREIGN EXCHANGE 


Led by F. V. Forrestal, assistant mana- 
ger foreign department, the Farmers’ 
Loan and Trust Company, New 
York, N. Y. 

Tuesday, July 13—12.30 to 4.30 p. m. 

Commercial Credits on Acceptance 
Financing 
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By Edward M. Andel, Bankers Trust 
Company, New York, N. Y. 

Financing Foreign Shipment of Cotton 
and Grain by Use of Domestic Ac- 
ceptances 

By J. C. Salvant, manager discount de- 
partment Canal Bank and Trust Com- 
pany, New Orleans, Louisiana. 

Forum—General Phases of Foreign 
Work 

Conducted by F. V. Forrestal, assistant 
manager foreign department, the 
Farmers’ Loan and Trust Company, 
New York, N. Y. 


INVESTMENTS AND INVESTMENT 
BAN KING 


Led by Charles B. Engle, assistant mana- 
ger bond department the International 
Trust Company, Denver, Colorado. 

Tuesday, July 13—12.30 to 4.30 p. m. 

Should Banking Institutions Have Bond 
Departments? 

A fhrmative 

By George M. Thompson, Fidelity Na- 
tional Bank and Trust Company, Kan- 
sas City, Missouri. 

Negative 

By John T. Hanefy, Frederick Peirce and 
Company, Rochester, New York. 

The Advantages of a Separate Corpora- 
tion for the Sale of Securities 

By Sam N. Foster, the Unicei States 
National Company, Denver, Colo- 
rado. 

The Organization and Development of 
a Bond Department in the Smaller 
Cities 

By Jim McLellan, cashier the Merchants 
and Planters Bank, Pine Bluff, Ar- 
kansas. 

Wednesday, July 
12.00 noon. 

The Proper Relationship between the 
Bond Department and the Other De- 
partments of a Bank 

By James J. O'Connor, assistant cashier 
Harris Trust and Savings Bank, Chi- 
cago, Illinois. 

Guaranteed Mortgages 

By Herman A. Feldmann, Mackubin, 


14—8.00 a. m. to 





— 


Goodrich and Company, Baltimore, 
Maryland. 

Real Estate Appraisals 

By Ira F. Reed, vice-president Guardian 
Trust Company, Houston, Texas. 

Question Box 

Thursday, July 15—12.30 to 4.30 p. m. 

Public Utility Holding Company Obliga- 
tions 

By James V. Lawyer, sales manager, 
Peirce, Fair and Company, San Fran- 
cisco, California. 

Finance Company Obligations 

By Frank J. Maurice, vice-president 
Highland Park State Bank, H'ghland 
Park, Michigan. 

The Investment Outlook 

By Dr. J. Anderson Fitzgerald, dean- 
elect the School of Business Adminis- 
tration, the University of Texas, Aus 
tin, Texas. 


SAVINGS BANKING 


Led by Roy R. Marquardt, assistant 
cashier First Trust and Savings Bank, 
Chicago, Illinois. 

Tuesday, July 13—12.30 to 4.30 p. m. 

Analysis of the Savings Market 

By William J. Doherty, directors plan 
and research department Albert Frank 
and Company, Chicago, III ‘nois. 

The Growth and Significance of Time 
Deposits 

By W. Espey Albig, deputy manager 
savings bank division, American Bank- 
ers Association, New York, N. Y. 

Instalment Buying and Its Effect on Sav- 
ings Banks 

By Nathan Adams, president Ameri 
can Exchange National Bank, Dallas, 
Texas. 

Wednesday, July 14—8.00 a. m. to 
12.00 noon. 

The Savings Bank and the Community 

By Dale Graham, advertising manager 
Mississippi Valley Trust Company, 
St. Louis, Missouri. 

Bringing Them In 

By George S. F. Bartlett, Boston Five 
Cent Savings Bank, Boston, Massachu- 
setts. 


The 1926 Savings Bank 
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By Frank E. Donnelly, Monroe County 
Savings Bank, Rochester, New York. 

Are Christmas Savings Accounts Profit- 
able? 

By Samuel I. Jay, manager savings de- 
‘partment Hibernia Bank and Trust 
Company, New Orleans, Louis‘ana. 

Thursday, July 15—12.30 to 4.30 p. m. 

The Field of the Mutual Savings Bank 

By Orrin C. Lester, assistant vice-presi- 

dent Bowery Savings Bank, New York, 
N. Y. 

Savings Interest Rates 

By Herbert G. Wood, cashier Highland 
Park State Bank, Highland Park, 
Michigan. 

Real Estate Mortgages 

By Hermann Buhl, manager real estate 
‘loan department American National 
Bank, Denver, Colorado. 


TRUST FUNCTIONS 


Led by Robert Mayer, ass‘stant trust of- 
ficer Provident Trust Company, Phil- 
adelphia, Pennsylvania. 

Tuesday, July 13—12.30 to 4.30 p. m 

Fundamentals of Trust Departmert 
Operations—Individual Trusts 

By Carl W. Ullman, assistant trust of- 
ficer the Dollar Savings and Trust 
Company, Youngstown, Ohio. 

Outline of Essential Records of a Trust 
Department 

By Henry Verdelin, assistant secretary 
Minneapolis Trust Company, Minne- 
apolis, Minnesota. 

Best Methods of Dealing with Trust In- 
vestments—Analysis and Checking 

By Norman R. Morison, vice-president 
and trust officer Southern Trust and 
Commerce Bank, San Diego, Calif. 

Wednesday, July 14—8.00 a. m. to 
12.00 noon. 

Obtaining Trust Clients and Retaining 
Their Business 

By Frank R. Curda, trust officer Stand- 
ard Trust and Savings Bank, Chicago, 
Illinois. 

Training the Trust Staff 

By E. |. Risley, vice-president and trust 


officer Bankers Trust Company, Little 
Rock, Arkansas. 

Question Box 

William H. A. Johnson, assistant secre- 
tary Continental and Commercial 
Trust and Savings Bank, Chicago, 
Illinois. 

Thursday, July 15—12.30 to 4.30 p. m. 

Funded and Unfunded Insurance Trusts 
—Revocable or Irrevocable—Some 
Legal and Tax Aspects. 

By Earl I. Vaughan, assistant trust of- 
ficer Fidelity National Bank and 
Trust Company, Kansas City, Mis- 
souri. 

Transfer and Registration of Stock 

By David P. Condon, registrar the Farm- 
ers’ Loan and Trust Company, New 
York, N. Y. 

Review of the Conference 

By Robert Mayer, assistant trust officer 
Provident Trust Company, Philadel- 
phia, Pennsylvania. 


ANNUAL CONVENTION DEBATE 


Question: Resolved, That the Federai 
Reserve Bank should not be prohibited 
from engaging in open market transac- 
tions. 

New Orleans chapter upheld the af- 
firmative and Detroit the negative. Both 
sides handled the subject very ably and 
the arguments were highly instructive. 
The decision resulted in a victory two 
to one for Detroit chapter. 


THE RODEO 


The western style of entertainment, 
and hospitality of the West and South, 
which was portrayed throughout the 
convention, was climaxed by the rodeo 
entertainment, which of necessity is 2 
product of the West. The eastern and 
western delegates were held almost 
breathless as the cowboy girls and boys, 
“busted” the bucking horses, “bull- 
dogged” the steers and “lassoed” every- 
thing that was tried, besides giving a 
wonderful demonstration in trick riding. 
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BASE BALL 


Among other interesting features was 
the base ball game staged between the 
Republic National Bank and the Mer- 
cantile National Bank, both of Dallas, 
resulting in a victory for the Mercantile 
Bank. 


CLOSING FEATURES 


After the rodeo, the d:legates were 
given a swim in the fine pool in the 
fairgrounds and were treated to a sump- 
tuous box supper of fried chicken and 
other home products of Dallas, and then 
attended a vaudeville show, solely of 
A. I. B. talent from the various char- 
ters. Every act was performed with 
professional skill, and the crowd was 
reluctant in leaving at the close, indi- 
cating the success of the show. Then a 
feast was enjoyed in one of the fair 
buildings at which waterme'ons galore 
were served, and the boast of the quality 
of Texas watermelons, for which Texas 
is so famous, is no longer disputed by 
any of the delegates. 


GRAND BALL 


The closing of the convention by a 
double header ball, at the Baker and 
Adolphus hotels, climaxed the many 
other enjoyable features of the cenven- 
tion, and everybody left Dalias com 
menting on the big time they had had, 
the hospitality of the Dallas Chapter, 
and of Dallas, and one of the most fre- 
quent comments was on the splendid 
hotel accommodations, at rates less than 
advertised and less than expected, and 
no doubt, judging from the comments 
on W. J. Evans’ ability to plan conven- 
tions, the delegates would like to have 
an opportunity to vote for him for 


president of the Unitew States, as 
certainly won the love of and a place in 
the heart of every banker present. 

The following chairmen of the na 
tional committees of the A. I. B. for the 
coming year have been appointed: 


Chapter presidents’ conference com- 
mittee, Chester L. Hogan, Farmers and 
Merchants National Bank, Los Angeles, 
Calif. 

Department conference committee, 
Austin W. Davis, First National Bank, 
Philadelphia, Penn. 

Forum committee, Sam N. Foster, 
United States National Company, Den- 
ver, Colo. 

Membership committee, W. B. Cayce, 
Fort Worth National Bank, Fort Worth, 
Texas. 

Public affairs committee, Paul Angell, 
First National Bank, Birmingham, Ala- 
bama. 

Public education committee, Russell 
G. Smith, Bank of Italy, San Francisco, 
Calif. 

Publicity committee, Zack Wood, 
Union Trust Company, Little Rock, 
Arkansas. 

Public speaking and debate committee, 
John H. Horst, Central Savings Bank, 
Baltimore, Md. 

Women’s committee, Miss Adelia H. 
Hampel, W. B. Worthen Company, 
bankers, Little Rock, Ark. 

Transportation committee, Harry F. 
Manor, Ohio Savings Bank and Trust 
Company, Toledo, Ohio. 

Program committee, P. R. Williams, 
Commercial National Trust and Sav- 
ings Bank, Los Angeles, Calif. 


The next convention of the Ameri 
can Institute of Banking will be held in 
Detroit, Mich. 
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WAULT DOORS 


DONSTEEL 





are in use by hundreds of 
banks — large and small. 


Their ability to resist mod- 
ern methods of burglarious 
attack has been proven by 
independent laboratory tests 
under the personal super- 
vision of leading bankers, 
architects, engineers and 
many other disinterested 
authorities. 


Write for list of DONSTEEL 
protected banks. 












































THE UTMOST IN 
PROTECTION 








DONSTEEL VAULT DOORS SOLD EXCLUSIVELY BY 


THE MOSLER SAFE CO 


THE LARGEST SAFE WORKS IN THE WORLD 


375 BROADWAY, NEW YORK CITY. 


tactories 


HAMILTON, OHIO. 


BOSTON PITTSBURGH DALLAS CHARLOTTE 
BALTIMORE CHICAGO KANSAS CITY 

CHNSHIMA TI ST. LOUIS LOS ANGELES SAN FRANCISCO 

PORTLAND SEATTLE ATLANTA NEW ORLEANS 





TMT 


| 
| 


(eczema 


TULLE. 





THE BANKERS MAGAZINE 





INTERNATIONAL BANKING NOTES 


[Continued from page 227] 


THE statement of the Royal Bank of 
Canada, Montreal, as of May 31, 1926, 
shows cash on hand of $34,028,621, 
notes of and checks on other banks $53,- 
885,810, government and municipal se- 
curities $99,060,348, call loans on stocks 
and bonds $77,983,566. Loans and d's- 
counts amounted to $359,252,279, and 
deposits totalled $586,632,991. Total 
assets of the bank as of that date amount- 
ed to $732,164,454. 


STABILIZATION of the currency in Aus- 
tria is beginning to be evident in the 


bank statements. The most recent state- 
ment of the Wiener Bank-Verein, 
Vienna, reports the fully paid-up capital 
and open reserves as schillings 60,000,- 
000, instead of as formerly 340,000,000,- 
000 kronen. Total resources of the 
bank as of December 31, 1925, were 
schillings 336,249,510. 


Banco DE Ponce, Ponce, Porto Rico, 
has increased its paid-up capital from 
$750,000 to $1,000,000. Surplus now 
amounts to $237,500, and total resources 
are over $5,000,000. 


THE FINANCIAL AND ECONOMIC SITUATION 
ABROAD 


[Continued from page 220] 


BANKS IN COLOMBIA 


The Superintendent of Banks in 
Colombia has issued the following list 
of banks in Colombia, which may in- 
terest some American bankers: 

Bogota : 

Banco de la Republica. 

Banco de Bogota. 

Banco de Colombia. 

Banco Central. 

Banco de Londres y America del Sud. 

The Royal Bank of Canada. 

Banco Hipotecario de Colombia. 

Banco Prendario Municipal. 

Banco Frances e Italiano para la 

America del Sud. 
Commercial Bank of Spanish America 
(Ltd.). 

Banco Hipotecario de Bogota. 

Banco Agricola Hipotecario. 
Barranquilla: 

Banco Commercial de Barranquilla. 
Bucaramanga: 

Banco de Santander. 

Cali 
Banco Hipotecario del Pacifico. 


Cartagena: 

Banco de Bolivar. 
Ibague: 

Banco Social del Tolima. 
Jerico: 

Banco de Jerico. 
Manizales: 

Banco del Ruiz. 

Banco de Caldas. 
Medellin: 

Banco Republicano. 

Banco Aleman Antioqueno. 
Pamplona: 

Banco de Pamplona. 
Popayan: 

Banco del Estado. 
Rionegro: 

Banco de Oriente. 
Salamina: 

Banco de Salamina. 
San Gil: 

Banco de San Gil. 
Sincelejo: 

Banco Nacional de Sabanas. 
Sonson: 

Nuevo Banco de Sonson. 
Tunja: 

Banco de Boyaca. 




















ORIGINAL CHARTER 1828 


A Leading New England Bank 


We endeavor constantly to imbue further our every 
transaction with the traditional cordiality which has 
existed so strongly between this bank and its corre- 
spondents and clients for nearly a century. 


Corporations, executives, and individuals must have a 
dependable banking connection for their domestic and 
foreign business. The Atlantic National Bank of 
Boston goes one step further and incorporates into 
the whole the true spirit of banking service. 


Total Resources Over $125,000,000 


THE 


ATLANTIC NATIONAL BANK 


OF BOSTON 
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HOW BANKS ARE ADVERTISING 


HE program committee 
of the 1926 National 
Convention of the Fi- 
nancial Advertisers’ Associa- 
tion to be held in Detroit 
September 20, 21, 22 and 23, 
$ has announced a number of 
speakers of national prom- 
inence who are scheduled to 
address the convention. 
Among the speakers who 
will appear before those at- 
tending the convention are 
John D. Jones, vice-president 
and director of sales and ad- 
vertising of the Alexander 
Hamilton Institute and a na- 
tionally known authority on 
salesmanship and sales man- 
agement; Paul T. Chering- 
ton, director of research of 
the J. Walter Thompson Ad- 
vertising Agency and form- 
erly professor of marketing 
in Harvard University, who 
is one of the country’s lead- 
ing authorities on the rela- 
tion of market analysis to ad- 
vertising campaigns and the 
author of a number of highly 
valuable books on advertis- 
ing; Dr. W. F. Gephart, 
vice-president of the First 
National Bank in St. Louis, 
dean of the School of Com- 
merce at Washington Uni- 
versity and a widely recog- 
zed authority on economic 
subiects; Charles Franklin 
Kettering, vice-president and 
director of the General Mo- 
tors Corporation, president 
and general manager of the 


General Motors Research 
Corporation and president of 
the Dayton Engineering 
Laboratories Company; Ed- 
gar A. Guest, whose verse is 
known from coast to coast 
and whose daily contribution 
to the Detroit Free Press is 
one of the leading features of 
that publication; and Ralph 


Parlette, humorist and author 
whose books and talks are 
well known to bankers in all 
parts of the country. 

This year’s convention 
marks the eleventh annual 
gathering of the Financial 
Advertisers’ Association, an 
organization that has been of 
ever increasing importance in 





Franklin Trust Company, Official Depository Sesqui-Centennial International Exposition 


f r vA 
pape. 


AALS 
Jower of Light 
SESQUI-CENTENNIAL INTERNATIONAL EXPOSITION 


THREE IMPORTANT EVENTS 


OH. dedication of the Delaware River Bridge by the President of the 
United States. 
Flinging wide the doors of the Sesqui-Centennial Exposition to all the world. 
The formal opening of our Sesqui office on the grounds of the Exposition. 
Thus Franklin Trust service takes another forward step, placing at the 
disposal of hundreds of thousands of people who will visit the Exposition 
a complete banking service. 


5 a 


For those conceal in the financial markets of the world, a direct ticker 


wire from ork 
For those seeking rest, lounge and rest rooms. 
For those wishing to discuss business, a special conference room. 


For those interested in the world of invention, the latest banking appli- 
L ances in full operation under bullet-proof glass. 


You are welcome 


FRANKLIN TRUST COMPANY 
Southwest Corner Fifteenth and Chestnut Streets 


West Philedetphia Office, Sind and Market Streets Germantown Office, $70 Germantown Avenue 
Frome Sree: Office, Front and Marker Streets Frankford Office, Frankford Avenue and Paul Sereet 


SESQUI-CENTENNIAL OFFICE ON THE EXPOSITION GROUNDS 











An advertisement of the Franklin Trust Company of 
Philadelphia featuring the bank’s Sesqui-Centennial of- 
fice on the grounds of the exposition. 
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The distinctive frame shown in the above reproduced group of advertisements of a New 
York bank is being used consistently in a new trust campaign which this bank is conducting 
in newspapers. 


the development and im- 
provement of financial pub- 
licity. Practically all of the 
leading advertisers among 
banks, trust companies, and 
investment houses are mem- 
bers and active supporters of 
the Association. Every finan- 
cial advertiser who is inter- 
ested in receiving the bene- 
fits of the best that financial 
publicity has to offer in dis- 
cussion of modern advertising 
methods used by financial in- 
stitutions of all sizes will be 
well repaid by attending the 
September convention of the 
Financial Advertisers’ Asso- 
ciation in Detroit. 


A NATIONAL billboard cam- 
paign is being undertaken 
by the National City Com- 
pany of New York. It is 
the first time that an invest- 
ment selling organization has 
undertaken a national poster 
campaign. The campaign 
calls for six colored displays, 
one appearing each month, 
between May and October 
on 2900 boards located along 
motor highways. Méiniature 
billboards and small repro- 
ductions of the posters are on 
display in the company’s 
offices in fifty leading finan- 
cial centers of the country. 


THE advertising of an invest: 


ment banking house, in the 
usual course of events, seeks 


to inform the public regard 
ing the securities which the 
firm has available for dis 
tribution to individual 
vestors. 
The investment banking 
house of Hornblower & 
Weeks, with offices in the 
leading cities of the country, 
reversing the usual order of 
events, has begun an exten: 
sive advertising campaign in 
trade and technical magazines 
seeking out the public as a 
seller of investments rather 
than as a buyer. The com 



















A reproduction of one of the posters which the National City Company of New York is using 


in its national poster campaign, commented on elsewhere on this page. 
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HOW BANKS ARE ADVERTISING 





pany in this campaign is ad- 
vertising its preparedness to 
purchase entire bond issues 
of sizeable and sound Amer- 
ican railroads, utilities and 
industrial companies. 


THE Pennsylvania Trust 
Company of Pittsburgh, has 
recently published a booklet, 
“The Making of a Bank.” 
The copy of the booklet writ- 
ten by Benjamin Page, presi- 
dent of the company, gives 
the story of the bank’s found- 
ing, its growth and develop- 
ment and the policy for 
which it stands in the con- 
duct of its business. 


“NEWs AND PROGRESS’ is 
the title of the latest volume 
in the “Manhattan Library 
of Popular Economics” series 
published by the Bank of the 
Manhattan Company, New 
York. The booklet contains 
a comprehensive and inter- 
esting story of the develop- 
ment of the newspaper in 
America and of the develop- 
ment of American newspaper 
advertising. Previous vol- 
umes of this series issued by 
the Bank of the Manhattan 
Company are entitled re- 
spectively, “The Greatest 
Family in the World,” “The 
American Ways” and “Up 
From the Soil.” 


“HELPFULNESS” is the title 
of a folder attractively print- 
ed in colors recently pub- 
lished by the Corn Exchange 
Bank of New York. 








WHO’S WHO IN 
BANK ADVERTISING 








HARRY R. DREW 
Assistant vice-president National Bank of the Republic, 
Chicago. 


R. DREW has been specializing in bank advertising, 

new business and production methods for twenty 
years. He was born in Joliet, Illinois, and upon leaving 
school entered the employ of the First National Bank of 
Joliet under George Woodruff, where he worked his way 
through the various departments to the office of assistant 
cashier. When Mr. Woodruff became associated with The 
National Bank of the Republic of Chicago, Mr. Drew 
joined that organization in charge of the publicity and 
service departments. The enterprise aad energy with 
which Mr. Drew has directed the publicity activities of his 
bank have done much to make the advertising of The 
—— Bank of the Republic very widely and favorably 

nown. 
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One of the posters being used by the Fidelity Union Trust Company of Newark, N. J., in its 
bill board campaign which is described in the accompanying columns. 


THE Fidelity Union Trust 
Company of Newark, N. J., 
has joined the ranks of the 
few large banks in America 
using billboard advertising 
on a wide scale. The bank 
has contracted for the year 
1926 for four half-showings 
on poster boards in the 
Newark district, including 
Harrison, Kearny, the 
Oranges and Montclair. The 
Fidelity Union is using its 
own poster designs and is 


featuring its trust service in 
the campaign, which is under 
the supervision of Leopold 
A. Chambliss, assistant secre- 
tary and treasurer of the 
company. 

Mr. Chambliss reports that 
the campaign has been un’ 
usually well accepted. “We 
have had a hard fight secur- 
ing desirable locations,” he 
writes. “A product selling 
for a small price could profit: 
ably be advertised in all sec- 


tions of our territory no mat: 
ter whether the residents of 
that section were poor or 
wealthy. Trust service, how: 
ever, is a commodity which 
appeals only to people of 
means and many poster loca: 
tions which would be valu 
able to a bread manufacturer 
are worthless for us. We 
have eighty-eight posters on 
our schedule and through 
the courtesy of the United 
Advertising Corporation we 





NEW @YORK CITY 
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HARRISON 


A NEW JERSEY BANK SHOULD BE 
4 NEW JERSEY ESTATE 
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THE ORANGES ° 


MONTCLAIR 





Another example of the outdoor advertising which the Fidelity Union Trust Company ot 


Newark, N. J. is doing. 
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HOW BANKS ARE ADVERTISING 





have gradually placed the 
majority of these in wealthy 
neighborhoods. I would rec- 
ommend that any bank going 
into poster advertising pick 
its locations before the first 
poster showing is put up. 

“Our showings are in 
April and May, and Septem- 
ber and October, as we feel 
that these are the principal 
outdoor months. In the mid- 
dle of the summer months 
many of our residents have 
moved out-of-town to the 
seashore or mountains. 

“In advertising trust serv- 
ice we are frankly experi- 
menting. Poster advertising 
is generally thought of 
among banks as institutional 
advertising. It is an effective 
medium for doing what is 
called ‘putting over the 
bank's name to the public,’ 
but we have felt that we 
could go a step further and 
through the use of carefully 
worked out designs sell the 
idea of naming a trust com- 
pany executor and trustee. 

“It would be impossible to 
expect direct returns from 
We are 
convinced, however, that the 
campaign has started many 


poster advertising. 


people to talking about our 
company and our trust serv- 
ice, and has impressed them 
favorably. In an effort to 
check up on this, some of our 
officers have been asked to 
make it a point to question 
who call at their 


desks, variably the re- 


the peor] 








WHO’S WHO IN 
BANK ADVERTISING 











ETHEL B. SCULLY 
Vice-president and treasurer Morris F. Fox & Co. of 
Milwaukee, Wis. 


ISS Scully has been associated with Morris F. 

Fox & Co., since that organization’s founding in 
1914. The company’s advertising, under her able direc- 
tion, has been conspicuously successful and has brought 
her well deserved recognition among bank advertisers. 
Morris F. Fox & Co. was one of the pioneers in adver- 
tising of an educational nature, seeking to place before the 
average investor the advantages of consistent and balanced 
investment. The company was also a pioneer in offering 
a women’s department to Wisconsin investors, and was 
the first investment house in Wisconsis: to use window 
advertising, to which source a good proportion of new 
business is traced. For several years Miss Scully has beer 
a director of the Financial Advertisers’ Association, and is 
one of the two women who have achieved that distinction. 
She has for two years been the woman member of the 
executive board of the Associated Advertising Clubs of the 
World. She is the founder of the Advertising Club of 
Milwaukee and is a member of the investment research 
committee of the Financial Advertisers’ Association. 
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Bank of the Republic of 
Chicago. The booklet, writ 
ten primarily for the bank’ 
correspondents, contains 3 
Wrerrr ooo readable and invitingly pre 
sented story of the varied 
services which the Republic RALP 
renders its correspondents seniot 
and customers. <A number the ( 
of excellent illustrations are tional 
included in this well printed to be 
booklet, which was prepared of Ch 

TES cma scented under the supervision of West 
a Harry R. Drew, assistant — 
n9O¢ Rawetas ea vice-president of the Re “ 
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AN interesting example of a purch 
successful stock selling cam of th 
paign through the use of ex: : Sa 
tensive car card and news ~ 
paper advertising is given in - 
APRs The « 
the ten day campaign of the Pe 
meeenonen — cupyil 
Invest in- -Under Mitten Management Philadelphia Rapid Transit one 
Service Talks Tells How ; Company which secured dur occup 
ing this time applications sketch 
from 50,000 investors and 
for more than 20, 
One of the series of newspaper advertisements constitut- employes vane 
ing part of a successful ten day campaign by the Phil- 000 shares of cumulative pre 
adelphia Rapid Transit Company to sell a $10,000,000 ferred stock at $50 par, an 


issue of preferred stock to Philadelphia investors and to 
employes of the company. 











average of ten shares a min 
ute. The entire cost of the 
sponse has been good. Prac’ “A PERSONALLY Conducted campaign which sold thi 
tically everybody who comes Tour Through the Republic” $10,000,000 issue amounted a. 
into the bank has seen one is the title of an unusually to less than $200,000, 2 per acai 
of our posters and has been attractive booklet recently cent. of the par value of the Godd: 
pleased with it.” published by the National issue. a \ 
| board 

Haugs 
bank. 


BANK ADVERTISING EXCHANGE M 
accept 


IN connection with BANKING PUBLICITY there is conducted « Bask | j..” 
Advertising Exchange, containing a list of names of bank advertisers willing to ex- and C 
change advertisements, booklets and other publicity matter issued by them. Any to ha 
subscriber who will agree to exchange advertising matter may be added to this list. | time v 
A copy of this list may be had by any subscriber upon application. ‘ 
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WHAT BANKS AND BANKERS 
ARE DOING 


RALPH VAN VECHTEN, for many years 
senior vice-president and a director of 
the Continental and Commercial Na- 
tional Bank, Chicago, IIl., has resigned 
to become president of the State Bank 
of Chicago. This is regarded by Middle- 
Western bankers as one of the most im- 
portant changes in Chicago bank person- 
nel to occur in several years. 

The announcement followed the an- 
nouncement, a few days before, of the 
purchase by the State Bank of Chicago 
of the southwest corner of Monroe and 
La Salle streets—95 feet on Monroe, 188 
fect on La Salle—from the trustees of 
the Marshall Field estate for $1,350,000. 
The old Women’s Temple building, oc- 
cupying the site, has been vacated by 
tenants and will be razed and the space 
Tentative 


occupied by a_ skyscraper. 
sketches are now being made by Graham, 
Anderson, Probst & White, architects. 

Mr. Van Vechten assumed the presi- 
dency of the State Bank immediately 


upon election, causing several other 
changes among the higher officers of the 
State Bank of Chicago. Henry A. 
Haugan, who has been president, became 
chairman of the board. Two new posi- 
tions were created: chairman of the 
executive committee, filled by Leroy A. 
Goddard, who was formerly chairman of 
the board; and vice-chairman of the 
board of directors, filled by Oscar H. 
Haugan, formerly a vice-president of the 
bank. 

“Mr. Van Vechten’s resignation was 
accepted with regret,” said George M. 
Reynolds, chairman of the Continental 
and Commercial Banks. “We are sorry 
to have him leave, while at the same 
time we wish him every success.” 

“After twenty-one years of service it 
is hard to leave the Continental and 


Commercial Banks,” Mr. Van Vechten 
6 


said. “The Reynolds brothers and their 
directorate have shown me every con- 
sideration. On the other hand, I feel 
that the State Bank of Chicago offers a 


RALPH VAN VECHTEN 


Newly appointed president of the 


State Bank of Chicago. 


splendid opportunity for growth and de- 
velopment.” 

Mr. Van Vechten was born in Matta- 
wan, Mich., in 1862. He began his bank- 
ing career in Cedar Rapids, Ia., in 1880, 
later becoming president and chairman 
of the Cedar Rapids National Bank. He 
has been vice-president of the Continen- 
tal and Commercial National Bank 
since 1905. 


James L. Conway has been appointed 
real estate officer of the Guaranty Trust 
Company, New York, in addition to his 
present office as assistant treasurer of the 
Fidelitas Realty Corporation, New York, 
a subsidiary of the trust company. 
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William A. McGregor has been ap- 
pointed an assistant treasurer of the 
Guaranty Trust Company, New York, 
and Edward K. Brass has been appointed 
assistant credit manager of the same com- 
pany. 


FRANK K. Houston, who came to the 
Chemical National Bank, New York, 
from the First National Bank in St. 





WALTER B. CRAWFORD 


Vice-president West Frankfort Bank 

and Trust Company, West Frankfort, 

Ill., who is president of the Illinois 

Bankers Association for the coming 
year. 


Louis in 1920, as a vice-president, has 
been elected senior vice-president. 

Clifford P. Hunt, vice-president in 
charge of the Chemical’s foreign busi- 
ness, is abroad visiting the London office 
and the bank’s correspondents on the 
continent. He will return about the mid- 
dle of August. 


W. E. Wihitcox, vice-president and 
cashier of the Anglo and London Paris 
National Bank, San Francisco, Calif., 
was elected president of the California 


Bankers Association at the recent con- 
vention at Del Monte, a more detailed 
account of which is given elsewhere in 
this issue. Mr. Wilcox was born and 
educated in England, but all his banking 
experience has been gained in the United 
States, beginning with the Home Na- 
tional Bank, Arkansas City, Kansas, in 
1891. By 1910 he had worked up to 
vice-president of that bank, but resigned 
to take a position in the Treasury De- 
partment. He became a national bank 
examiner and later chief national bank 
examiner of the twelfth Federal Reserve 
District. He severed his connection with 
the Treasury in 1919 to take his present 
position as vice-president and cashier of 
the Anglo and London Paris, of which 
bank he is also a director. 

The other officers of the California 
Bankers Association are: Vice-president, 
Ralph B. Hardacre, vice-president Se’ 
curity Trust and Savings Bank, Los 
Angeles; treasurer, A. H. Muller, secre- 
tary the San Francisco Bank, San Fran- 
cisco; and secretary, Frederick H. Col- 
burn, of San Francisco. 


Harry H. Ham has been elected presi- 
dent of the Citizens’ National Bank, 
Boston, succeeding his brother, Guy A. 
Ham, deceased. Mr. Ham, who gradu- 
ated from Dartmouth in 1904, served for 
a time in the Massachusetts House ot 
Representatives, and then entered law 
practice, and is now the senior member 
of the law firm of Ham, Willard & Tay- 
lor. He is a director of the Canton 
Trust Company and the Natick Trust 
Company as well as of the Citizens’ Na- 
tional Bank. 

FRANz C. KUHN, a member of the board 
of directors of the Union Trust Com 
pany, Cleveland, O., since 1921, died 
suddenly on June 16. He was a gradu: 
ate of the University of Michigan, and 
in addition to practicing law, had served 
as Circuit Court Commissioner, Prose: 
cuting Attorney, Probate Judge, Attor- 
ney General, Justice, and Chief Justice 
of the Supreme Court of Michigan. 
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FRANK L. BERRYHILL, sales manager of 
the First National Company, a subsidiary 
of the First National Bank in St. Louis, 
has been elected a director of the First 
National Company. He came to the 
company six years ago from the College 
of Business Administration of Washing- 
ton University. 


J. E. Montcomery, president Bank of 
Southwestern Oregon, Marshfield, Ore., 
has been elected president of the Oregon 
Bankers Association for the ensuing year. 
Keith Powell, president Bank of Wood- 
burn and First National Bank of Wood- 
burn, was elected vice-president; J. F. 
Hutchinson, cashier First National Bank, 
Union, treasurer; and Andrew Miller, 
of Portland, secretary. 


A. V. CHAMBERLIN, vice-president 
American Trust Company, Coeur 
d'Alene, Idaho, has been elected presi- 
dent of the Idaho Bankers Association 
for the ensuing year. The other officers 
of the association are: Vice-president, 
Walter F. Hansen, assistant cashier First 
National Bank of Idaho, Boise; treasurer, 
L. C. Collins, cashier First National 
Bank, Blackfoot; and secretary, J. S. St. 
Clair, vice-president Boise City National 
Bank, Boise. 


G. W. DvuvaALL, president Bank of 
Cheraw, Cheraw, S. C., has b en elected 
president of the South Ca oliza Fankers 
Association; James E. Peurifoy, president 
First National Bank of Wa te:boro, has 
been elected vice-president; and Henry 
S. Johnson, of Columbia, has been e’ect- 
ed secretary. 


KNUTE ANDERSON, cashier of the Union 
National Bank of Eau Claire, Wis., has 
been elected president of the Wisconsin 
Bankers’ Association for the ensuing 
year. Mr. Anderson was born in Ber- 
gen, Norway, in 1882, and came to the 
United States with his parents at the age 
of 6. In 1902, after graduation from 
high school, he began work as a collector 
for the Union National Bank of Eau 


Claire, and has been working at the same 
corner in Eau Claire ever since, having 
worked through the various depart- 
ments to his present position as cashier. 
He has been active in the work of the 





KNUTE ANDERSON 


Cashier Union National Bank, Eau 
Claire, Wis., recently elected president 
of the Wisconsin Bankers’ Association. 


Wisconsin Bankers’ Association for some 
years. 

The other officers of the Wisconsin 
Bankers’ Association are: Vice-president, 
N. T. Gill, of the State Bank of Reeds- 
burg; treasurer, Robert K. Henry, of the 
Jefferson County Bank, Jefferson; and 
secretary, W. G. Coapman, of Milwau- 
kee, Wis. 


WILLIAM L. KAVANAGH, Herbert Tur- 
rell, and Byard W. Bennett have been 
elected directors of the Century Bank, 
New York. Mr. Kavanagh is attached 
to the staff of the District Attorney of 
New York, Mr. Turrell is treasurer of 
the Oxzyn Company of New York, and 
Mr. Bennett is secretary of the Bertrell 
Corporation and a vice-pres‘dent of the 


bank. 
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The Directors 
of 


State Bank of Chicago 


announce the 


following changes in its 


Official Staff 


HENRY A. HAUGAN 
Chairman Board of Directors 


OSCAR H. HAUGAN 
Vice-Chairman of the Board 


LEROY A. GODDARD 


Chairman of Executive Committee 


RALPH VAN VECHTEN 
President 




















M. G. FIELD, president National Bank 
of Orange, Va., has been elected presi- 
dent of the Virginia Bankers Association. 
The other officers of the association are: 
Vice-president, J. M. Lewis, vice-presi- 
dent Bank of Gloucester; secretary, W. 
F. Augustine, vice-president Merchants 
National Bank of Richmond; and 
treasurer, W. S. Irby, vice-president and 
cashier Bank of Luenburg, Kenbridge. 


M. A. FLETCHER, vice-president and 
treasurer Fairmont Trust Company, 
Fairmont, W. Va., has been elected pres- 
ident of the West Virginia Bankers’ 
Association for the ensuing year. The 
other officers of the association are: Vice- 
president C. M. Gohen, president First 
Huntington National Bank, Huntington; 
secretary, Joseph S. Hill, vice-president 
Capitol City Bank, Charleston; and 
treasurer, L. W. Boley, cashier Oak Hill 
National Bank, Oak Hill. 


ALFRED C. SMITH, president of the City 
National Bank, Clinton, Iowa, has been 
elected president of the Iowa Bankers 
Association. The other officers of the 
association for the ensuing year are: 
Vice-president, John Sieh, cashier Farm- 
ers Trust and Savings Bank, Spencer; 
treasurer, F. A. Scheutz, cashier State 
Savings Bank, Lawler; and secretary, 
Frank Warner of Des Moines. The 1927 
convention is to be held at Waterloo. 


T. E. Perkins has been advanced from 
assistant cashier to trust officer of the 
Liberty National Bank, New York. He 
is a native of Georgia, and his first ex- 
perience in banking was with banks in 


T. E. PERKins 


Recently appointed trust officer of the 
Liberty National Bank of New York. 


the South. He was a public accountant 
for several years, and later studied law. 
After the war, he was District Comptrol- 
ler of the United States Shipping Board 
in the Gulf District for three years. In 
1924 he came to New York as assistant 
cashier of the Liberty National, from 
which position he recently advanced to 
trust officer. 
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JULIAN D. FAIRCHILD, Vice-President 
WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 

J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 
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J. EowarpD McGu rr has been elected an 
assistant vice-president of the Hibernia 
Bank and Trust Company, New O leans, 
La., his duties being with the out of town 
commercial and bank accounts. Mr. 
McGuire was born and reared in Atlan- 
ta; and has spent most of his business life 
there. He has worked with the Trust 
Company of Georgia, the Spool Cotton 
Company, Wilmer L. Moore & Co., the 
Georgia General Agency of the Mutual 
Life Insurance Company of New York, 
and the Southern Saw Works. Since 
1920 he has been examiner of member 
banks of the Atlanta Federal Reserve 
Banks. 


CoLoNEL WILLIAM H. PALMER, chair- 
man of the board of the State-Planters 
Bank and Trust Company, Richmond, 
Va., died recently after a long life of 
service. He was born in 1835, and had 
a brilliant record as an officer in the 
Confederate Army. During his life he 
saw most of the great financial panics of 
the United States, and his bank came 
through them all safely. He was presi- 
dent of the City Bank, Richmond, Va., 
from 1890 to 1910, when the bank was 
merged with the State Bank of Virginia 
as the National State and City Bank. 
He headed this institution until 1920, 
when it was reorganized as the State and 
City Bank and Trust Company. He was 
chairman of the board of the State and 
City when it was merged with the 
Planters National Bank in March of this 
year, and retained that position in the 
new State-Planters Bank and Trust Com- 
pany until his death. Although 91 he 


AAMAS 


Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $4,000,000 Undivided Profits $794,000 


JULIAN P. FAIRCHILD, President 


INTEREST ALLOWED ON 


THOMAS BLAKE, Secretary 

ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Secretary 
ALBERT E. ECKERSON Auditor 


DEPOSITS 
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was still active and keenly interested in 
business, and was serving as president of 
the Virginia Fire and Marine Insurance 
Company, and as chairman of the board 
of the Mutual Assurance Society, in ad- 
dition to his bank work. 


NEW YORK STATE BANKERS 
CONVENTION 


BUSINESS must proceed carefully in 
creating larger and larger units through 
mergers, William J. Donovan, assistant 
to the Attorney General, told the New 
York State Bankers at their convention 
in Quebec in June. Too many business 
men, he said, are merging corrorations 
merely to control prices, which has sup- 
planted the elimination of competition as 
a merger motive. It is rot more justifi- 
able than elimination of competition. The 
only real justification for mergers is the 
possibility of increased service to the 
public. “There is necessity of organiza- 
tion of effort in a society so highly in- 
dustrialized as is ours. It may well be 
that business consolidations can be ef- 
fected so as to eliminate wate of eco- 
nomic effort without detriment to the 
public.” 

There is danger, he said, that “those 
who are charged with the management 
of businesses in which the great tulk of 
the stock is held by individuals who have 
neither the train‘ng nor the opportunity 
of participating in the acivity of the 
business,” will forget that they “owe a 
peculiarly high obligation to their stock- 
holders. . . . With the undve concen- 
tration of power in the hands of a few, 
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Federal Home Mortgage 
Company First Mortgage 
Collateral 5: Gold Bonds 


A Universal Investment 
——FYMDAMENTALLY INSURED? =4 
SOUND, i SERARANTEED x 


Empire Trust Company, New York City, 
Trustee 
Guaranteed by the National Surety 
Company 
The security back of these Bonds consists of 
first mortgages on fee simple real estate com- 
prising homes and small business properties 
in prosperous, well populated cities and towns. 
Mortgages are accepted for not more than 
60% of the conservatively appraised value of 
the properties. 
All mortgages and accompanying papers are 
held by the Trustee, the Empire Trust Com- 
pany, New York City. 
The Bonds are the direct obligation of the 
Federal Home Mortgage Company. 
In addition to the prime obligation of the 
borrower and the direct obligation of the 
Company, and because of the known sound- 
ness of the security, the National Surety 
Company, with resources of over thirty-five 
million dollars, guarantees the payment of 
these Bonds, both as to principal and in- 
terest. 
The income, 51%, is steady and continuous 
from date of issue to maturity. 
In the opinion of counsel these Bonds are 
eligible for the investment of deposit or trust 
funds of National, State and Savings Banks. 
Issued in coupon form in denominations of $500 and $1,000 in 
maturities of five, ten and fifteen yeare. Distributed to in- 


vestors through the following established Banks and Invest- 
ment Houses to whom inquiries should be sent : 
GRAND RAPIDS NATIONAL BANK 
Grand Rapids, Michigan 
PORTER, ERSWELL & CO. 

216 Middle Street, Portland, Maine 
MURPHEY, FAVRE & CO. 
Spokane—Portland—Seattle 
W. H. STOUT & COMPANY 

7 St. Paul Street, Baltimore, Maryland 
R. W. EVANS & CO. 
7 Wall Street, New York City 
223 Fourth Avenue, Pittsburgh, ba. 
HAYDEN, VAN ATTER & CO. 

Buhl Building, Detroit, Michigan 
PALMER BOND & MORTGAGE CO. 
Walker Bank Building, Salt Lake City, Utah 
ARNOLD AND COMPANY 
1010 Vermont Avenue, Washington, D. C. 

R. H. ARNOLD CO. 

120 Broadway, New York City 
SMITH, HULL & CO., INC. 
Minneapolis, Minn. 

THE MICHIGAN TRUST COMPANY 
Grand Rapids, Michigan 
GEO. L. SIMPSON & CO. 
American Exchange Bank Building, Dallas, Tex. 
Inquiries from banks and dealers invited 


R. H. ARNOLD CO. 


Established 1895 
120 Broadway 


Fiscal Agents New York City 


there is increased temvtation to violate 
or evade those laws which were en: cted 
for the preservation and ma ntenance of 
the competitive system.” 

He reminded the delegates that “‘it is 
the settled law of this country that public 
convenience and welfare demand that 
the natural lines of competition be left 
undisturbed and that the control of 
prices through combination tends to 





Grorce FisHER Baker, LL. D. 


Chairman First National Bank of 
New York, whom Harvard University 
characterized, in conferring the de- 
gree of LL. D., as “A great banker 
whose labors have not clogged his 
sensibility, whose power has _ not 
dimmed his magnanimity, whose posi- 
tion has not impaired his simplicity.” 


restraint of trade and monopoly and is 
an evil thing. 

“If there is to be a carrying out of the 
expressed desire of the business man that 
Government be kept out of business, it is 
incumbent upon the business man and 
banker to so conduct his business that 
there be no necessity of the intrusion of 
Government into business. Good sense 
alone should prompt the leaders of in 
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dustry to apply an economic brake to 
undue combination and consolidation, 
and particularly to those calculated to 
violate the competitive principle.” 

Frank H. Warder, superintendent of 
banks of the State of New York, asked 
the bankers to help in lessening the num- 
ber of applications for new banks, stating 
it as his belief that the organization of so 
many new banks is a menace to the bank- 
ing structure, and the biggest job of the 
supervisor's office. “There are more ap- 
plications for the organization of new 
state banks, trust companies, savings 
banks, and national banks than ever be- 
fore in the history of New York State,” 
he said. “It seems there is a mania on 
the part of some people to get into the 
banking business.” And yet “there are 
few parts of New York today that are 
without adequate banking facilities.” 

“If it were possible to assure every 
would-be criminal that he would be de- 
tected and punished for his crime,” said 
Acting District Attorney Pecora, in dis- 
cussing the prevention of bank robberies, 
“that knowledge would deter 99 out of 
every 100 criminals from committing 
crimes.” 

William J. Burns advocated protective 
measures. He said he was surprised to 
find how few bankers examine the pro- 
tective supplement of the Journal of the 
American Bankers Association, and cited 
an actual instance where a fraud might 
have been avoided if the bank men had 
informed themselves by reading this sup- 
plement. “Now if the banks would 
agree to carry out the regulations of the 
American Bankers Association, it would 
decrease crime and reduce the excessive 
premiums they are now paying for in- 
surance,” he said. “It is unfortunate 
that many bankers when they have a 
depredation committed against them take 
very little interest in the matter because 
they are insured. While there is no way 
of telling in dollars and cents how much 
a bank loses in a case of this character, 
it certainly does not enjoy the unde- 
sirable publicity given it, which always 











The magnificent new home of the Mutual Benefit 
Insurance Company at Newark, N.J. Its modern 
vaultis protected by 345 tons of Steelerete Armor 
Mat. J.H & W.C. Ely, Newark, Architects; stir 
rett Bros., Inc., New York, Contractors. 


IVE other important institutions under 

construction, besides the one shown 
above are installing Steelcrete Vaults. 
And Steelcrete is the vault of the Federal 
Reserve Bank of New York City— the 
world’s greatest vault. 

Steelcrete vaults are protected by shat- 
ter-proof blasting mats through which no 
blade can pass. The mats are so arranged 
that no flame can cut them. 

Send for booklet “ Most protection per 
dollar.” 


THE CONSOLIDATED 
EXPANDED METAL COMPANIES 


BRADDOCK, PA. 


Offices in principal cities 











follows in the wake of such a crime, and 
could be prevented, if precautionary 
measures were followed. 

“In conclusion let me advise that 
where a bank keeps constantly before its 
employes the caution to look out for 
swindlers and forgers that in itself has 
a tendency to keep that bank free from 
many annoyances, both within and 
without the bank.” 

The meeting was attended by about 
800 delegates. At the close of the 
convention, after a short political skir- 
mish. the following officers were elected 
for the ensuing year: President, Carleton 
A. Chase, president First Trust and De- 
posit Company, Syracuse, N. Y.; vice- 
president, Gates W. McGarrah, chair- 
man of the executive committee Chase 
National Bank, New York; treasurer, 
William McCafferty, president First 
National Bank of Rochester; and secre- 
tary, Edward J. Gallien. 














Established 1837 


ADRIAN H. MULLER & SON 


55 WILLIAM STREET 


(Corner of Pine Street, New York) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 




















CALIFORNIA BANKERS 
CONVENTION 


INSTALMENT selling, the most popular 
of this year’s convention subjects, as the 
taxation burden was a few years ago, en- 
gaged the attention of the California 
bankers at their recent convention in Del 
Monte. 

It was John E. Barber, vice-president 
of the First National Bank of Los 


Angeles, who said that there was no 
need for alarm. “Although large in the 


aggregate,” said Mr. Barber, “the sum 
of instalment selling is spread over all 
sections of the country and a great num- 
ber of individual buyers and, when re- 
lated to the national income of $70,000,- 
000,000, the steadily increasing savings 
accounts and outstanding insurance, the 
high purchasing power of present wage 
scales, and other pertinent factors, this 
total does not appear unduly burden- 
some or likely to strain the country’s 
ability to pay.” Mr. Barber warned the 
delegates, however, that the practice of 
instalment selling must be kept within 
the bounds of good credit judgment if it 
is to be kept on a safe basis. 

Harry H. Culver, president of the 
California Real Estate Association, asked 
the bankers to back the efforts of the 
realtors with “sympathetic interest, time- 
ly suggestions and aid, kindly ccnstruc- 
tive criticism and advice, and above all, 
with loyal, enthusiastic co-operation.” 

Edward Elliott, vice-president of the 
Security Savings Bank of Los Angeles, 
Los Angeles, on “Savings Banks and the 
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Competition of Building and Loan Ay 
sociations,” pointed out how the associa- 
tions “originally a strictly mutual organ- 
ization for the promotion of thrift and 
home building” have now, in the most 
popular type in California become little 
different from “the ordinary stock cor- 
poration run strictly for profit.” 

A very practical address at the con- 
vention was that of Major Walter A. 
Tuller of Los Angeles, on the California 
usury law, arguing that the present law, 
adopted in 1918, is indefinite and uncer- 
tain. As a remedy, he suggested that 
the financial interests of the state draft 
a law to supersede and repeal the present 
act, and submit it to the people at the 
general election next November. 

Speaking on “Special Purpose Ac 
counts,” H. D. Ivey, vice-president of the 
Citizens National Bank, Los Angeles, 
suggested that the savings banks should 
encourage people to accumulate funds 
for the payment of taxes, insurance 
premiums, mortgage payments, etc., in 
savings accounts instead of making small 
loans to meet such payments. The little 
loans so created eat up more expense 
in handling than they bring in in profits, 
whereas the use of savings accounts as 
suggested would spread the payments 
over the year, as recommended by ac’ 
countants, and would encourage thrift, 
as well as increasing the savings business 
of the banks. . 

Other addresses at the convention in’ 
cluded “The Periodical Review of Trust 
Securities,” by Leo S. Chandler, presi’ 
dent California Trust Company, Los 
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Angeles; “Comments on Recent Tax 
Legislation Affecting Trusts,” by Vin- 
cent K. Butler, attorney Mercantile 
Trust Company of California, San 
Francisco; “Public Liability Insurance 
for Fiduciaries,” by Louis Ferrari, vice- 
president Bank of Italy, San Francisco; 
“Trust Investments’ by Paul Sin- 


W. E. Witcox 


Vice-president Anglo and London 
Paris National Bank, San Francisco, 
Calif, recently elected president of 
the California Bankers Association. 


sheimer, vice-president Mercantile Trust 
Company of California, San Francisco; 
and “Community Property Law from 
the Viewpoint of the Banker,” by Alex- 
ander D. Keyes, president Humboldt 
Bank, San Francisco. 

The convention was attended by about 
400 delegates. The officers elected arc 
given elsewhere in this issue. 


ENLARGED QUARTERS FOR 
CENTRAL TRUST 


THE Central Trust Company of Illinois, 
Chicago, has been forced by increasing 
business to secure larger quarters for 
both the bond and trust departments, at 
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the same time combining the corporate 
and personal trust departments into one 
trust department. 


GREENWICH SAVINGS BANK, 
NEW YORK 


THE third oldest mutual savings institu- 
tion in New York, the Greenwich Sav- 
ings Bank, which was organized in 1833, 
on July 1, 1926, celebrated its ninety- 
third anniversary. The bank was orig- 
inally founded by merchants in the 
Greenwich Village section of New York, 
from which it takes its name. As its 
depositors moved northward, the bank 
moved with them. Since 1924 it has 
been located at Sixth avenue and Thirty- 
sixth street, in a building, designed by 
York & Sawyer, the banking room of 
which Royal Cortissoz, the art critic, 
says is, “one of the most beautiful in the 
world.” A photograph of the building 
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is included in the department devoted 
to “Examples of Recent Bank Building 
Operations.” 

Shortly after its organization, the bank 
had a chance to demonstrate the stuff it 
was made of, for it went through one of 
the most disastrous panics in American 
financial history—the Panic of 1837. 
When the semi-annual interest date ar- 
rived, earnings had not reached the 
dividend mark, but the trustees, to help 











Foreign Languages 


Easily Learned 


The S8erlitz Conversational Method makes 
the tudy of any foreign language a sur- 
ey simple, easy and pleasant matter. 


xperenced native teachers. Day and 
Evening Classes and Lodividual Instruc- 


tion. Keasonable tuition. Call, write or 


phone for catalogue. 
TRIAL LESSON FREE 
NEW CLASSES 
in French, Spanish, Italian, German 
constantly forming 


Intermediate and Advanced 
Classes Always Open 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Penn. 1188 
Triangle 1946 


30 West 34th St. 
218 Livingston St., B’klyn. 


Over 300 branches throughout 
the world. 
Send for complete list. 





























in restoring confidence, assumed personal 
liability for the deficit and paid the usual 
dividend. 

Beginning with an interest payment 
of 5 per cent. on deposits of $500 or 
over in its first year, the interest rate of 
the bank has varied according to con- 
ditions, reaching 7 per cent. in the post- 
war period from 1868 to 1875, and drop- 
ping to 3'4 per cent. in the years of 
dull business from 1882 to 1905. With 
the return of prosperity, the rate was 
raised to 4 per cent. which has been 
maintained ever since. 

By January 1, 1834, after six months 
of business, the bank had total deposits 
of about $70,000. Total deposits on 
July 1, 1926, were over $112,000,000 
owned by over 100,000 depositors. The 
bank has a surplus of over $15,000,000, 
and its total resources are now more than 
$127,000,000. Charles M. Dutcher has 
been president of the bank since 1920. 


SCHRODER BANK’S STATEMENT 


THE statement of condition of the J. 
Henry Schroder Banking Corporation, 
New York, as of June 30, 1926, showed 
acceptances outstanding of $15,381,385, 
due to customers and banks on current 
account $15,639,808, due to customers 
and banks on special account $4,054,100, 
cash and due from banks $2,806,436, call 
loans with discount houses $3,750,000, 
acceptances of other banks $5,666,300, 
U. S. Government securities $4,000,000, 
and advances to customers $7,445,767. 
Total assets of the bank are over $40, 
000,000. 
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The Sesqui-Centennial office of the Franklin Trust Company of Philadelphia. 


I. A. B. STATEMENT 


THE statement of condition of the In- 
ternational Acceptance Bank, Inc., New 
York, as of June 30, 1926, shows ac- 
ceptances outstanding of $37,545,719, 
and due to banks and customers $35,- 
459.120. Cash on hand amounted to 
$7,479,818, call loans secured by ac- 
ceptances $5,270,000, and acceptances 
of other banks $5,323,720. The total 
resources of the corporation are $93,- 
966,779. 


SESQUI-CENTENNIAL OFFICE OF 
FRANKLIN TRUST 


Visitors to the Sesqui-Centennial Ex- 
position at Philadelphia this year will 
have an opportunity to “peer behind the 
scenes’ of a bank in operation. The in- 
terior of the new branch of the Franklin 
Trust Company, located on the grounds 
of the exposition, is arranged so that 
the visitors to the building may see all of 
the work of the bank incident to the 
hand!ing of its business. 


Coin wrapping and counting ma- 
chines, with adding machines and tabu- 
lators, have been placed on exhibit in 
the building. 

The doors of the new branch were 
opened just twenty-four days after the 
giound was broken for the building. 
Under a special dispensation of the 
Banking Commissioner of Pennsylvania, 
which allows the branch to remain open 
on Sundays and holidays, the new branch 
was able to open its doors on a holiday, 
May 31, which was the day before the 
exposition was formally opened. 

The interior of the building contains 
five tellers’ windows surrounded by bul- 
let proof glass, and the counters are lined 
with steel plates. The building has been 
pronounced by experts to be burglar and 
bandit proof. 

Deposits in the new branch reached 
the million dollar mark in slightly less 
than two weeks after the doors were 
opened. Many of the exhibitors at the 
exposition opened accounts, and the bank 
was designated as the official depositary 
of the exposition. 
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H. Ennis Jones, assistant to the presi- 
dent, and supervisor of the branch banks 
of the Franklin Trust Company, handled 
the details incident to the construction of 
the new building, and opening its doors 
for business. 

In addition to the banking facilities, 


ALFRED C. Bossom 


Bank architect and engineer of New 
York, who has recently been awarded 
the Cross of the Legion of Honor by 
the French Government in recognition 
of his efforts to encourage a better un- 
derstanding between those interested 
in art in both France and America. 


the building contains a conference room 
where meetings of boards and committees 
may be held, and has rest and lounge 
rooms for the convenience of visitors and 
sightseers. The doors are open from 
8.30 a. m. until midnight, affording 
banking facilities for 15/2 hours each 
day to the exposition buildings. 

All cash and currency is removed from 
the building at midnight and conveyed 
in an armored car, with armed guards, 
to the main banking building at Fifteenth 
and Chestnut streets. 


During the hours of the night the 
tower of the building is brilliantly il 
luminated by lights placed on the roof. 
The grounds have been landscaped, with 
large signs, “Visitors Welcome,” on each 
side of the entrance. 


BANK OF THE MANHATTAN 
COMPANY EXPANDING 


THE Bank of the Manhattan Company, 
New York, has completed arrangements 
for the purchase of the Greenpoint Bank, 
Brooklyn, N. Y., and is rumored to have 
almost completed arrangements for the 
purchase of the stock of the Bronx 
Borough Bank, Bronx, N. Y. 

The Greenpoint Bank has been con- 
verted into a state bank, preparatory to 
its merger with the Bank of the Manhat- 
tan Company, which will be effective 
some time in August. It will then con- 
tinue as a branch of the Bank of the 
Manhattan Company, with its present 
personnel. David E. Freudenberger, 
president of the Greenpoint Bank, is ex- 
pected to become a vice-president of the 
Bank of the Manhattan Company when 
the merger is completed. 

The stock of the Greenpoint Bank 
was exchanged on the basis of three 
shares of Bank of the Manhattan Com- 
pany stock and $50 cash for each share 
of Greenpoint Bank stock. Prior to the 
merger the Greenpoint Bank had capital 
of $200,000, surplus of $300,000, and 
undivided profits of $180,000. 








The South Carolina 
National Bank 
Charleston, S. C. 


Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8S. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8S. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 650,000.00 
Resources nuneee 25,000,000.00 
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When, as, and if the Bronx Borough 
Bank stock is bought from its president, 
Dr. C. A. Becker, who holds 1200 of the 
1500 shares, it is not expected to be 
merged with the Bank of the Manhattan 
Company. Instead it will be operated 
as a separate unit, with Dr. Becker as 
president. No details of the price paid 
for the stock of the Bronx Borough Bank 
were available at the time of writing. 

To accomplish these purchases, it is re- 
ported that the Bank of the Manhattan 
Company will issue 14,000 shares of 
new stock of $50 par value, thus raising 
its capital from $10,000,000 to $17,- 
000,000. 


MERCHANTS NATIONAL’S NEW 
BUILDING 


A BOOK store’s back room was the orig- 
inal home of the Merchants National 
Bank, Vicksburg, Miss., when it started 
forty years ago. It had then only $100,- 
000 capital, and $51,308 in deposits. In 
the forty years, these have increased to 
$250,000 capital and $1,882,502 de- 
posits, and a surplus and undivided 
profits account of $302,186 has appeared 
in the statement. The bank has oc- 
cupied the site of its present building 
since 1901. “This fortieth anniversary,” 
says the bank’s announcement, “finds the 
Merchants National Bank not only 
strong, alive, thoroughly equipped in re- 
sources, experience, knowledge and per- 
sonnel, but dedicated anew to the work 
of furthering the progress of its cus- 
tomers and its community.” Total as- 


sets, as of June 30, 1926, amounted to 
$2,719,421. 


PRIZES AWARDED A. I. B. 
STUDENTS 


J. A. GRavEs, president Farmers and 
Merchants National Bank, Los Angeles, 
offered $100 in cash to the best student 
of the year in the Los Angeles Chapter 
of the A. I. B. L. D. White of the 
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ALLEN'S 
z= H 


ARBORS 


CAPE COD 


Overnight to 


Contentment 


On the shores of Allen’s 
Harbor, in old Harwich- 
port, amid the true atmos- 
phere of Cape Cod’s quaint 
simplicity, a discriminating 
few will build their vacation 
homes with every assurance 
of lasting contentment. 


Here, with congenial 
neighbors, you will find 
broad beaches of golden 
sand — facilities for every 
sport —a snug yacht an- 
chorage with unlimited 
cruising grounds—spacious 
home-sites among groves of 
healthful pines—the charm 
of living in an old world 
that is new. 


We will gladly send the Allen’s 
Harbor booklet upon request 


CAPE COD 


REAL ESTATE TRUST 


HARWICHPORT, MASS. 


342 Madison Avenue 
New York 


Hellman Commercial Trust and Savings 
Bank, and Ned Strumwasser of the 
Farmers and Merchants National Bank, 
in the effort to capture this prize, took 
all four of the standard courses in one 
season, put in 100 per cent. attendance, 
took all four final examinations, and re- 
ceived grades of 90.07 and 89.57. When 
Mr. Graves saw how close the results 
were, he presented a check for $100 to 
each. 

Eight other students took three courses, 
passing all of them. Thus Los Angeles 
chapter keeps up its reputation for con- 
centration on education. It is now fourth 
in membership, and second only to New 
York in enrollments. 

In addition to these prizes, E. J. 
Nolan, president of the Hellman Com- 
mercial Trust and Savings Bank, pre- 
sented handsome watches, suitably en- 
graved, to both honor students. 


NEW RULES OF NEW YORK 
CLEARING HOUSE 


In order to allow bookkeepers to start 
their work on checks as soon as they 
arrive at the bank in the morning, the 
New York Clearing House is planning 
to establish an early morning exchange, 
delivering before 2 o'clock in the morn 
ing all items received after the 10 a. m. 
clearings of the previous day. 

The compulsory exchange and collec’ 
tion charges of the association have been 
eliminated. This allows banks to ac 
cept checks on distant cities and collect 
them free of charge for good customers, 
if they care to do so. The banks are 
already inviting their customers to con 
fer with them to see what benefits they 
can obtain from this. It opens a new 
avenue of competition for accounts to 
the member banks. 

The interest rates payable on ac 
counts over $10,000 are now payable 
on accoun‘s over $15,000. The commit 
tee fixing these rates has been authorized 
to change the rates at any time, instead 
of varying them automatically with the 
changes of the Federal Reserve Bank's 
rediscount rate. 
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Finally, the phrase “payable only 
through the New York Clearing House” 
has been eliminated from checks. It was 
originally intended to prevent heavy 
withdrawals of cash from a bank in 
case of panic; but the danger of panic 
is now sufficiently remote, thanks to the 
Federal Reserve System, to make the 
phrase practically useless. 


HIBERNIA BANK SHARES 
PROFITS 


Employes of the Hibernia Bank and 
Trust Company, New Orleans, La., re- 
ceived their regular dividend checks on 
July 1, following the profit sharing plan 
of the bank, which each quarter year 
gives the employes a bonus based upon 
the amount of salary ara the number 
of years each has been in the empley 
of the bank. The regula: quarterly divi- 
dend to stockholders on July 1, was 41/2 
der cent. 

The bank has opened a branch office 
in the Holmes Department Store in New 
Orleans, in charge of E. W. Walt. Mr. 
Walt was educated in a private school 
and in business college, his first job was 
secretary to John McGraw, president of 
the Morris McGraw Woodenware Com- 
pany. Later he served as office manager 
of R. G. Pitard Sons Hardware Com- 
pany, and nine years ago left that job 
to enter the trust department of the 
Hibernia Bank and Trust Company. He 
has worked through every job in the de- 
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partment up to his present position of 
manager of the new Holmes branch. 


FURTHER EXPANSION OF THE 
BANCITALY CORPORATION 


FOLLOWING its entrance into the New 
York banking field by the purchase of 
the Bowery Bank and the Richmond 
Borough National Bank, on Staten Is- 
land, the Bancitaly Corperation has pur- 
chased a majority interest in Lionello 
Perera and Company, a private bank, 
of New York, and is converting it into 
a state bank, the Commercial Exchange 
Bank. 

The new bank will have capical of 
$1,500,000, surplus of $1,000,000, and 
deposits of approximately $15,000,000. 
Lionello Perera will be president and 
will retain a majority interest in the 
bank. The present employes will be re- 
tained. Dr. A. H. Giannini, president 
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Power Utilities 


Specializing in organ- 
izing and extending 
plants, including the 
planning of new lay- 
out and equipment. 
All work done prompt- 
ly and well. 














Harold A. Danne 


Engineer 
41 PARK ROW, NEW YORK 
Tel. Cortland 2142 


and chairman of the board of the 
Bowery aad East River National Bank, 
will be chairman of the board of di- 
rectors of the new bank. 


MERGER IN NORTH CAROLINA 


THE Atlantic Bank and Trust Company, 
Greensboro, N. C., is to take over the 
Fidelity Bank and Trust Company, 
Spencer, N. C., and the Bank of Spen- 
cer, Spencer, N. C., and merge them 
into One strong institution, thus doing a 
good deal, according to the Greensboro 
Daily News “toward stabilizing a some- 
what panicky situation.” 

The Atlantic bank is one of the 
strongest institutions in the state, and 
operates branches at High Point, Bur- 
lington, and Salisbury, in addition to 
the two new banks just acquired. Julius 
Cone is president, and John W. Simp- 
son, vice-president and cashier. 


CALIFORNIA BANK PAYS EXTRA 
DIVIDEND 


AN additional dividend of $1.50 with 
the regular dividend of $3 per. share on 
stock of the California Bank, Los 
Angeles, Calif., was passed by the bank’s 
board of directors at the last meeting. 
This is made possible, according to A. 
M. Chaffey, president of the bank, “by 
exceptionally fine earnings for the first 
half of 1926.” 


BETHLEHEM STEEL RELIEF PLAN 
POPULAR 


BENEFICIAL associations previously exist: 
ing in many of the subsidiary corpora’ 
tions of the Bethlehem Steel Corpora: 
tion have been unified under one relief 
plan, under which sick benefits of $10 
to $12 a week, and death benefits of 
from $500 to $1500 are payable to em: 
ployes, the amount depending upon the 
earnings of the employe. The plan is 
a joint one, the employes and the com: 
pany both making contributions to the 
fund, and the company assuming the cost 
of organization and administration. The 
fund will be managed by local commit: 
tees and a board of trustees, half being 
elected by the employes participating, 
and the remainder appointed by the 
management. 

More than 90 per cent. of the 70,000 
employes have applied for participation 
in the plan, according to a recent state’ 
ment by the company. 





Wanted—Executive Position 


C. P. A. of long banking and public 
accounting experience, desires banking 
position; or that of Comptroller, Treas: 
urer or Auditor of Corporation. Was 
Auditor of large Bank and at present 
member of firm of public accountants 
in large Middle West City. Prefers to 
locate in Central Eastern States. F. C. 
Blomfield, 125 East Grand Blvd. 
Detroit, Mich. 




















EXAMPLES OF RECENT BANK 
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An interior view of the Ohio Savings and Trust Company, Akron, Ohio, showing the 
steel window casements installed by the Crittall Casement Window Company, Detroit, 
Mich. Walker & Weeks were the architects for the building 
267 














Unloading a twenty-three ton 
vault door from aboard ship. 
The transfer and unloading ot 
this huge door as well as other 
pieces of vault equipment trans- 
ported on the “S. S. City of Los 
Angeles,” to Honolulu, H. IL, 
was attended without mishap. 
The shipment included, besides 
the door, a complete vault in- 
stallation, one of the most ex- 
tensive ever shipped abroad. This 
vault was designed and built by 
the York Safe and Lock Com- 
pany of York, Pa., for the 
Bishop Trust Company of Hono- 
lulu. 


run THE BISWUP TRUST CO, 
WEIGHT “& TON 

YORK SAFE & LOCK CO_BUILDERS 

THE ERS 


The twenty-three ton vault door designed and built for the Bishop Trust Company 
of Honolulu, H. I., by the York Safe and Lock Company of York, Pa., after being 
unloaded from boat to truck, following its arrival in Honolulu on the “S. §. City of 


Los Angeles.” 
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A close up of the doorway of the Wayne National Bank, Goldsboro, N. C., designed 
by Alfred C. Bossom, bank architects, New York. 
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Showing the reinforcement used in bank vaults in “the good old days.” In tearing out the 

old vault of the First National Bank, Meadville, Pa., built thirty-four years ago, the Diebold 

Safe and Lock Company found that the reinforcing of the old vault consisted of four reaper 

blades, three scythe blades, one crowbar, one crosscut saw (all visible in the illustration), also 

picks, axe heads, and pieces of stove lids. The new vault, which will be installed by the 

Diebold Company will be lined with a y-inch open hearth steel casing, and the two entrances 
will be protected by Diebold 12-inch- solid steel rectangular doors. 


Library and committee room designed by Alfred C. Bossom, bank architect and 

engineer of New York, for the new building of the Federal-American Bank of Wash- 

ington, D. C. The design of the room is Spanish in every detail and the walls are 

hand plastered, giving the effect of ages past. Around the walls are book cases all 

in American walnut. The chair coverings are in green leather, with a few pieces 
in highly colored Spanish silk, fastened with ornamental brass figures. 
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Typical entrance to new steel lined safe deposit vault now being installed in the 
basement of the Hoboken Trust Company, Hoboken, New Jersey, by the Herring: 
Hall-Marvin Safe Company, Hamilton, Ohio, and New York, N. Y. 


Architects’ sketch of the new building of the Peoples Bank of Johnstown, New 
York, designed and erected under the supervision of Morgan, French and Company, 
Inc., architects and bank engineers, New York. 











The Par Clearance System 
Affects Your Bank 


Y/JHETHE R you charge exchange or remit at 

par. If you charge exchange, the system is 
taking away some of your profits by driving vour 
customers to par remitting banks. If you remit 
horas at par, the exchange-charging banks are taking 
an unfair advantage of you, by charging ex- 
change on their own checks, and collecting yours 
at par. Do you know how the par clearance sys- 
tem originated? Do you know the economic 
saving it has accomplished? Do you know how 
widespread it isé You need all these facts to 
make a rational decision whether your bank shall 
continue its present policy or change. You will 
find them in 


The Clearing and Collection of Checks 
By Walter E. Spahr 


along with a history of the use of checks in foreign countries as well 
as the United States; the development of the present clearing and 
collection system; the history and functions of clearing houses; the 
operation of the gold settlement fund; and the use of bank clearings 
as a business barometer. 

The American Banker calls this book “a thorough and sys- 
tematic treatise in a field as yet virtually untouched.” H. Parker 
Willis, editor of the Journal of Commerce, New York, and former 
secretary of the Federal Reserve Board, says that “it renders a 
decided service to the banker who is still seeking light with regard to 
his own business interest in the matter of clearance.” 

It will pay vou to be informed on this subject. Fill in the coupon 
below, and examine the book at your own desk. 





Approval Order 


THE BANKERS PUBLISHING COMPANY. 
71 Murray Street, New York City. 
You may send me on approval one copy of THE CLEARING AND COLLECTION OF 
CHECKS. I will remit $7.50 or return the book to you within five days after I receive it 
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REMARKABLE DEVELOPMENT 
OF PHILADELPHIA BANKING 


Unper this heading, an article in The 
Corn Exchange for June, published by 
the Corn Exchange National Bank, Phil- 
adelphia, Pa., Philadelphia’s banking 
growth is summed up as follows: 

“In thirty years the financial capacity 
of Philadelphia has multiplied more than 
six times. 


“And in the last seventy years, dur- 
ing which period Philadelphia's popula- 


JaMes M. PETERSON 


President James M. Peterson Bank, 
Richfield, Utah, elected president of 
the Utah Bankers’ Association at the 
recent convention in Richfield. Mr. 
Peterson has been with the James M. 
Peterson Bank, which was started by 
his father in 1883, for thirty years and 
its managing ofhcer for the last 
twenty-three years. He has been active 
in the affairs of the Utah Bankers’ 
Association since it was organized. 


tion has multiplied four times the re- 
sources of its banks have expanded fifty 
fold 

“Nor does that represent the limit 
of the city’s present financial resources. 


FIFTH AND SPRING 


CITIZENS 


NATIONAL BAN 


LOS ANGELES 





IN THE CENTER OF BUSINESS ACTIVITY 


CITIZENS 


TRUST & SAVINGS BAN 





RANCHES THROUGHOUT LOS ANGELES 





On top of the totals may be placed 
$650,000,000 in the local building and 
loan associations. . . . 

“But the most significant fact remains 
yet to be stated. Almost exactly one- 
half this enormous banking power of 
Philadelphia has come in the last ten 
years. 

“Which means that Philadelphia 
banks are more than twice as great as 
they were when the World War began 
in 1914.” 


BIG FAILURE IN GEORGIA 


FOLLOWING the collapse of the Florida 
boom, and several bank failures in 
Florida, it was announced in the news- 
papers on July 14, that the Bankers 
Trust Company of Atlanta, Georgia, 
had been closed, on a petition in bank- 
ruptcy. The petition charged that the 
company had “preferred” certain Florida 
banks as creditors. 

Shortly after the closing of the Bank- 
ers Trust Company, about sixty-five 
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other small banks in the state, which had 
been relying on the Bankers Trust or 
were subsidiaries of it, also closed their 
doors. Some of the banks will probably 
be reopened. The embarrassment so far 
seems to have affected only the chain of 
banks connected with the Bankers Trust, 
and has not spread to any of the other 
state banks, or the national banks. It is 
hoped that more details of the cause of 
the failure will be available to be report- 
ed next month. 


BIRTH AND DEATH RATE OF 
BANKS IN NEW YORK 


A COMPILATION made by the New York 
Sun recently, reveals the fact that since 
1917, thirty-six banks have been organ- 
ized in New York City, and during the 
same period exactly the same number 
have gone out of existence through mer- 
ger with or purchase by some other bank. 


MUNCY COMPANY BUILDING 
COMPLETED 


Work was recently completed on the 
new home of the Muncy Banking Com- 
pany, Muncy, Pa., designed and built by 
the Griswold Building Company, Inc., 
bank architects and engineers, New 
York. 

Its location on a corner provides 
abundant light for the interior and a con- 
venient entrance on two main streets. 
The interior design is carried out in cut 
caste granite with a granite base. Mod- 
ern fireproof construction and equip- 
ment have been employed throughout. 


INTEREST RATFS AND SERVICE 
CHARGES IN MINNESOTA 


THE Minnesota Bankers Association 
has published a tabulation of the interest 
rates and service charges in the various 
counties of the state, which shows the 
results of the efforts of the county asso- 
ciations to equalize interest rates. The 
report says that only 120 banks are now 
paying more than 4 per cent. on time 
deposits. One hundred and fifteen of 


these are paying 5 per cent. “Fifty as 
sociations have agreed upon the rate paid 
on county funds; thirty-six associations 
have adopted a schedule of charges for 
drawing papers and other like services; 
and seven have adopted a uniform charge 
for small checking accounts.” The serv- 
ice charge is 50 cents a month in most 
cases. There are eighty-seven counties 
in the state, with a total of 1255 banks, 
excluding Duluth, Minneapolis and St. 
Paul. 


STATE BANKERS CONVENTIONS 


Delaware—at Rehoboth, September 2. 

Kentucky—at Louisville, September 
15-16. 

Indiana — at 
21-22. 

New Mexico—at Roswell, October 
22-23. 

Arizona—at Nogales, October 22-23. 

Nebraska — at Lincoln, November 
11-12. 


Lafayette, September 


OTHER CONVENTIONS 


Savings Banks Association of Massa- 
chusetts—at Chatham, Mass., September 
17-18. 

Financial Advertisers’ Association—at 
Detroit, Mich., September 20-23. 

Mortgage Bankers Association of 
America—at Richmond, Va., September 
21-23. 

Pacific Coast Trust Conference (A. B. 
A.)—at Los Angeles, September 30- 
October 2. 

American Bankers Association—at 
Los Angeles, Calif., October 4-6. 

Association of Bank Women—at Los 
Angeles, Calif., October 4-6. 

Investment Bankers Association—at 
Quebec, Canada. October 11-15. 

Morris Plan Bankers Association—at 
Asheville, N. C., October 18-20. 

National Association of Mutual Sav 
ings Banks—at Philadelphia, Pa., Octo 
ber 18-22. 

Canadian Bankers’ Association—at 
Montreal, Canada, November 12. 





BOOK REVIEWS AND NEW BOOKS 


INTEREST RATES AND STOCK SPECULA- 
TION. By Richard N. Owens and 
Charles O. Hardy. N. Y.: Macmillan. 
$2. 


THE development and collection of sta- 
tistics in business is proving a boon to 
economics. With the necessary statistics 
it is possible to test quantitatively some 
of the long standing theories that have 
been based primarily on logical reason- 
ing. Concurrent with the appearance 
of these statistics, organizations have ap- 
peared to make use of them. Prominent 
among such organizations are the Na- 
tional Bureau of Economic Research, and 
the Institute of Economics, both devoted 
to the finding of facts concerning eco- 
nomic phenomena. These facts are 


sought out merely for the advancement 
of economics, and not for the profit of 


any group of individuals or industries. 

It is through such an organization as 
the Institute of Economics that such a 
book as this one is possible. It has prac- 
tically no commercial value; that is, in 
the sense that anyone will be able to in- 
crease his profits or reduce his losses 
after reading this book. But it com- 
pletely destroys a fallacious theory that 
has been current for decades, and has 
been responsible for some of our bank- 
ing legislation and for much harsh crit- 
icism of stock exchange speculators. 

The theory under fire is a familiar one. 
It links interest rates to stock specula- 
tion in a relation of cause and effect. 
When money becomes plentiful, accord- 
ing to the theory, it results in low in- 
terest rates, particularly call loan rates. 
These low rates stimulate speculation 
until all the money available is used. 
When rates become high. they tend to 
check speculation by making it expen- 
sive to borrow money with which to 
carry it on. This seems logical, and an 
examination of the facts should confirm 
it. 


Examining first the relation between 
the seasonal variations of call loan rates 
and stock prices, the authors find a very 
marked and regular seasonal variation of 
call loan rates, but no seasonal variation 
of stock prices whatever. This is true of 
short time interest rates as well as call 
loan rates. And there is no seasonal 
variation of stock transactions which 
corresponds with the seasonal variation 
in rates. 

Nor do the authors find any relation 
between the cyclical variations of in- 
terest rates and stock prices which will 
support the theory. In order to make 
the investigation complete, however, they 
compute the coefficients of correlation 
of rates and prices with one lagging be- 
hind the other. There is some evidence 
of correlation in rates and prices when 
rates are lagged six to nine months be- 
hind the stock prices. In other words, 
changes in interest rate seem to follow 
as a result of changes in stock prices, 
rather than precede as a cause of such 
changes. This is merely indicated, and 
is not concluded by the authors or the 
reviewer. There is slight evidence to 
support the traditional theory in this 
test. 

Finding then, that history does not 
confirm the accepted theory, the authors 
examine the logic of it, and find it want- 
ing. Interest rates are, after all, but a 
small part of the costs of speculation, 
and, therefore, have but little influence 
on it. The profits from arbitraging be- 
tween interest rates and dividend rates 
on stock are not large enough to war- 
rant the risk of price declines that an 
arbitrageur must assume in such an op- 
eration. 

The director's preface to this volume 
promises a later study of the relation of 
interest rates to commercial borrowing 
and trade. If it reveals, as this does, 
little casual relation between the two, 
it may prove what this reviewer has long 
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Let us send you the most in- 
teresting banking biography— 


Te late James B. Forgan 


The Table of Contents includes: Preface; 
Five Generations; My School Days; My Ap- 
prenticeship and Early Business Training; 
Leaving Home; My Experience as a Clerk 
in the Bank of British North America; My 
Career in the Bank of Nova Scotia; My 
Connection with the Northwestern National 
Bank of Minneapolis; My Career in the 
First National Bank of Chicago; The Se- 


nema everywhere are 

reading the life story of 
America’s best loved banker— 
told by himself in a simple, un- 
assuming and yet wholly capti- 
vating style. Let us send you 
for examination a copy of 


Recollections of 
a Busy Life 


By James B. Forgan 


The lighter details of the author's 
experiences as well as the more serious 
side make this book of interest to all 
bankers. The youngsters will receive 
inspiration from the author’s account of 
the reasons for his success and the older 
generation will enjoy his recollections 
of banking days of the past. 


curity Bank of Chicago and its Ally, the 
Second Security Bank of Chicago; Chicago 
Clearing House Committee; Currency Com- 
mission; American Bankers Association; My 
Connection with the Federal Reserve Sys- 
tem; Activities Outside of the Banking 
Business; Moral Reflections; Some of Mr. 
Forgan’s Public Addresses. 


The book is attractively bound in full green leather and each copy contains a 
special page personally autographed by the author. As only a few autographed 
copies are left we urge you to act promptly and send for yours today. 


BANKERS PUBLISHING CO., 71 Murray St., New York 








If you wish to 

examine this in- 
teresting book at 
your own desk sign the hook. 


BANKERS PUBLISHING COMPANY, 

71 Murray Street, New York. 
You may send me on 5 days’ approval a copy of 
“Recollections of a Busy Life” by James B. Forgan. 
At the end of 5 days I will either pay you $6 or return 





and mail the coupon Name 


Address 
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suspected—that interest rates are the re- 
sults of good or bad business conditions, 
not the causes of them 


New York LAws AFFECTING BUSINESS 
CorPORATIONS. Edited by J. B. R. 
Smith. N. Y.: U. S. Corporation Co. 
$2. 


Tuis is the seventh edition, revised to 
May 23, 1926. It contains the business 


corporations law, the general corpora- 
tion law, the stock corporation law, the 
membership corporations law, provision: 
of the tax law, the uniform stock trans- 
fer act, the blue sky law, and all sorts of 
helpful information of that nature. 


Money. By R. A. Lehfeldt. N. Y : Ox- 
ford University Press. $1. 


So long as the purchasing power of 
money remains constant, people pay lit- 
tle attention to it. There has been little 
public discussion of money since the 
Bryan era around 1900. By its con- 
stant increase in purchasing power, 
money had then become a public ques- 
tion, and was removed from politics by 
the discovery of gold mines which re- 
moved some of the increased purchasing 
power. 

Now, however, since the war, with 
resulting inflation almost everywhere, 
has snatched away a substantial part ot 
the former purchasing power of money, 
it is again coming to the fore. People 
want to know whether something cannot 
be done to keep the value of money 
stable, and if not, why not? The pres- 
ent persistence of the question is pos- 
sibly the reason for this booklet. 

Mr. Lehfeldt explains, in his preface, 
that the book “‘is intended for the non- 
technical reader,” and the cover marks 
it as one of “The World’s Manuals.” 
But while the author is clear enough 
in his thought and expression, this re- 
viewer does not believe that his style is 
graphic and forceful enough to make 
the subject “popular.” 

It contains chapters on metallic money, 
Paper money, bank deposit money, the 


social consequences of price changes, 
good and bad trade, international pay- 
ments, the theory of money, and sugges- 
tions for improvement. The last chap- 
ter is very interesting, for it shows that 
the subject of money is still a live one; 
and that money is capable of great im- 
provement. 

The author does not claim to present 
anything new in the book, and does not. 
It is merely a good clear statement in 
modern terms, of what money is, what 
it has done to date, what is the matter 
with it now, and what men have pro- 
posed to do about it. If it leads a few 
more people to understand this too little 
understood subject, it will have justified 
its existence. 


THE OFFICE OF THE COMPTROLLER OF 
THE CuRRENCY. By John G. Hein- 
berg. Baltimore: Johns Hopkins 
Press. $1. 


LITTLE of interest or profit to bankers 
is contained in this monograph. It is 
complete enough, and scientific enouga 
in its study of the Comptroller’s office, 
but most of the information is common 
knowledge, and what is new is useless. 
The history of the office 1s mildly in- 
teresting, but the detailing of the activi- 
ties and the organization is very dull. 
When the reviewer glimpsed this title, 
he anticipated considerable pleasure and 
profit from reading it. He has been dis- 
appointed. 

It is probable, though, that the book 
will prove much more valuable as a part 
of the series being prepared by the In- 
stitute for Government Research than as 
an individual unit. This series, when 
completed, will describe the fifty or 
more services of the Government in con- 
siderable detail. When completed, it is 
expected to show where two departments 
are duplicating each other’s work; where 
one department is performing work 
which could be more efficiently done by 
another; and generally form the basis 
for a more scientific organization of the 
Government services. 

Such institutes for fact finding in vari- 














How many of these terms can you define? 


Every banker and business man should have a wide knowledge of all terms 
and phrases used in business, banking and finance. Here are a few of the terms 
described and defined in this encyclopedia. 


Amortization Disagio 
Barratry 
Books close Drive 

Blue-sky laws Escrow 
Bonanza Equipment trust 
Buoyant Exhaust price 
Business cycle Flat 

Carry over Flier 

Cats and dogs’ Fleece 

Consols Float 

Cutting a melon Frozen credits 


Guaranty fund 
Distribution of risk Hypothecation 


Long pull 
Fee simple 


Indeterminate bonds Naked reserve 
Irish dividend 
Index-number 
Listing 

Limit of tolerance 
Living trust 

Mint ratio 
Moratorium 


Moral risk 


Par clearances 

Sola bill 

Puts and calls 

Prior preferred stock 
Recapture clause 
Watered stock 
Whipsawed 


Trading value 


Over 3000 terms relating to money, credit, banking practice, history, law, 
accounting and organization, foreign exchange, trusts, investments, speculation, 
markets and brokerage are explained in the— 


Encyclopedia of Banking and Finance 


By GLENN G. MUNN 


There are special aids for the reader 
in the form of— 


Cross References—Allied words and 
connected subjects are cross referenced 
in order to give a unified explanation 
of the subject under inquiry. 


Bibliography—Lists of books that 
cover certain of the subjects have been 
compiled by the author, and are printed 
after the explanations. This is a very 
valuable part of the encyclopedia. 


Full Text of Important Legislation— 
It is invaluable to have such legisla- 
tion as the following within the covers 
of one book: The Federal Reserve Act; 
Federal Reserve Board Rules and Regu- 
lations; Federal Farm Loan Act; Fed- 
eral Farm Loan Board Rules and Regu- 
lations; Agricultural Credits Act of 
1923; Negotiable Instruments Law; 
National Bankruptcy Act; Bill of Lad- 
ing Act; Cotton Futures Act. 


Abbreviations—-Banking and finan- 
cial abbreviations that are common to 
one person are uncommon to another. 
The list of over 300 enables every 
reader to be acquainted with all. 


Charts and Tables—Wherever their 
use will make the term clearer, charts 
and tables are always reproduced. 


Forms and Maps—Complete and cor- 
rect forms are given with all terms 
that require them. The Federal Re- 
serve Districts and the Federal Farm 
Loan Districts are shown on maps. 


Among many other advantages, this 
encyclopedia— 


Lists—financial magazines 
publications of the National Mone- 
tary Commission 
credit ratings of R. G. Dunn & Co. 


Tabulates—issues of U. S. Liberty and 
War Loan Bonds 
gold reserve of principal countries 
fees for postal money orders 
typical budgets for various incomes 


Explains concisely—index numbers 
curves in charts 
statement of a moderate-sized bank 


Gives—brief histories of Bank of Eng- 
land, Bank of France and Bank 
of Germany 
Financial chronology 
legal investments for savings banks 
and trust funds 
legal rates of interest throughout 
all the states 
interest tables, bond tables, and 
annuity tables 
New York Clearing House rates. 


BANKERS PUBLISHING COMPANY 


71-73 Murray Street 


New York 
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ous fields seem to be on the increase. 
The Institute of Economics is doing sim- 
ilar work in economics. It is unfortunate 
that a little more attention is not given 
by the Institute for Government Re- 
garch to putting its findings in interest- 
ing and readable form. The publications 
of the Institute of Economics stand out 
in this respect, and for that reason are 
doubly valuable. For it is useless to col- 
lect facts if they are not so presented 
that people can be induced to read them. 


TuHEorY OF AccounTs. By Dr. Scott. 
N. Y.: Henry Holt. $2.50. 


Dr. Scott of the University of Missouri 
has succeeded in writing a book that tells 
in simple language the “why” of account- 
ing. He has eliminated a large part of 
the “how,” leaving much of the exposi- 
tion of systems and methods to problems 
and laboratory work. For “Theory of 
Accounts” is essentially a textbook for 
use in courses of accounting, designed to 
acquaint the student of business with 
fundamental principles rather than par- 
ticular methods. A complete survey of 
the practice of accounting as applied to 
business is given. 

He has arranged the material in sec- 
tions, classified to accommodate four 
divisions of accounting. The first part 
is given over to a consideration of the 
balance sheet and income statement, 
going into the explanation of the various 
items found in these two “summaries of 
business facts.” A chapter on the ledger 
with the analysis of debit and credit, and 
on the trial balance completes this first 
division. 

Part 2 briefly explains the systems of 
accounts and accounting methods. In 
the discussion of problems incident to 
Proprietorship in part 3, he shows how 
profits and losses are ‘distributed to re- 
serve and partnership, or capital and 
surplus accounts in the vase of corpora- 
tions. Part 4 is a treatise on valuation, 
and is, in fact, a most illuminating study 
of valuation adjustments such as are met 


with in the accounting of inventories, 
amortization, and depreciation. While it 
is not a complete exposition of all the 
ramifications of these problems, it never- 
theless discusses them with a degree of 
nicety that is the point of beginning of 
a more exhaustive study of these account- 
ing problems and their treatment in busi- 
ness records. 

The book will thus be found valuable 
to students, to business executives who 
wish to gain a better understanding of 
the functions of the accounting depart- 
ment, and to accountants and bookkeep- 
ers who want a source of reference. 

Both competitive and regulated busi- 
nesses are dependent on proper account- 
ing for their development and their well 
being. Administrative control must 
necessarily be in a position to properly 
guide the business, so the accountant has 
become in a sense, a business “doctor.” 
It is with this idea in mind that the 
author of this book has attacked his sub- 
ject, and has produced a work which, 
while fragmentary in spots, points the 
way to a better understanding of ac- 
counting principles. It does not set up 
dogma for accountants tu follow, but 
recognizes the flux of business and eco- 
nomic advancement. Thus, for example, 
an entire chapter is devoted to the 
voucher system and shows that in very 
large business organizations this is ef- 
ficient, but should not be used where 
there is not a bountiful cash balance in 
the treasury. Accounting accepts the 
challenge of increasing problems in busi- 
ness, and assumes the responsibility of 
giving business facts to the management, 
to investors, to bankers, and to all who 
are interested in the growth of a business 
enterprise. A book of this sort is, there- 
fore, a distinct contribution to this field. 

The author has, no doubt, purposely 
left out a discussion of the accounting of 
Government revenues and of estates, as 
they are more nearly concerned with 
matters that do not relate to a profit 
economy. They embody a different point 
of view. 











How Does Your Bank 
Compare with the Average! 


In analyzing the statement of your 
bank it is important to know how your 
ratios compare with the average ratios 
of other banks. If your investments, 
for example, are 20 per cent. of your 
loans and discounts it is important to 
know whether this ratio is above or 
below the average ratio of other banks. 
It is only by checking your statement 
with the average statements of other 
banks that you can determine exactly 
how your bank stands. 

What are the strong and weak points 
to look for in analyzing the financial 


statement of a_ banking institution? 
What methods should be used in deter- 
mining the strength or weakness of any 
bank’s statement? Much has been writ- 
ten on the analysis of statements of 
commercial companies but little infor- 
mation is available on bank statements. 

In order to analyze the condition of 
any bank thoroughly it is necessary to 
know certain faces regarding the bank’s 
management and policies. Do you know 
how to determine these facts? You will 
find a fund of information on these 
subjects in 


How to Analyze a Bank’s Statement 


This valuable pamphlet was prepared by 
the Credit Editor of THe Banxkers MacGa- 
ZINE in response to a wide-spread demand 
for accurate information on this subject. 

The author begins by giving a typical 
bank statement and reviewing it item by 
item explaining in detail what is meant by 
each. The items considered are those which 
usually appear on any bank’s statement such 
as loans and discounts, overdrafts, United 
States securities, other bonds and securities, 
stock of Federal Reserve Bank, due from 
banks and bankers, etc. 





Do You Know What 
These Ratios Should Be ? 


1. Quick Assets to Demand Deposits 
2. Cash to Deposits 
3. Loans and Discounts to Deposits 
4. Capital and Surplus to Deposits 
5. Capital and Surplus to Fixed Assets 
6. Investments to Capital and Surplus 
7. Investments to Loans and Discounts 
8. Capital to Surplus 
9. Bills Payable to Rediscounts 

10. Losses : Dividends to Earnings 








After explaining in detail all of these 
items, the author proceeds to his analysis 
and shows how to pick out quickly and ac- 
curately the strong and weak points of the 
statement. He gives a list of ratios found in 
every bank statement and by means of a 
carefully worked out table shows what these 
should be for various classes of banks such 
as country banks, city banks, trust compan- 
ies, state banks, etc. This table is not based 
on theory but on actual statistics obtained 
through the analysis of many different state- 
ments. 


Every bank should have copies of this 
pamphlet for the use of officers and direc- 
tors. If you will fill out the coupon below 
and mail to us a dollar bill we will seno 
you five vopies by return mail as long as our 
supply lasts. 





Bankers Publishing Company, 
71 Murray St., New York. 


Enclosed find $1 for which please 
send me 5 copies of “How to Analyze 
a Bank’s Statement.” 


BNI ssisctissictctntssestelai 
Bank ..... 


Address 
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